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The Hydrogen Bomb 


TIME FOR MORAL CRUSADE FOR PEACE 
By BRIEN McMAHON, United States Senator from Connecticut; 


Chairman, Joint Committee on Atomic Energy 
Delivered in the United States Senate, Washington, D. C., February 2, 1950 


HE President of the United States has now given 

orders to build the hydrogen bomb—to create, in de- 

liverable quantities, those chunks of the sun technically 
known as thermo-nuclear weapons. 

The scientists feel more confident that this most horrible 
of armaments can be developed successfully than they felt 
in 1940 when the original atomic bomb was under considera- 
tion. The hydrogen development will be cheaper than its 
uranium forerunner. Theoretically, it is without limit in 
destructive capacity. A weapon made of such material would 
destroy any military or other target, including the largest 
city on earth. 

The President’s decision was dictated by the severe reali- 
ties of the world which we inhabit today. He had no choice, 
and his decision under present circumstances is right. 

American renunciation of the hydrogen bomb would mean 
embracing the folly of ‘disarmament by example.” Our 
friends abroad would shrink away from us, seeing that we 
had lost power to defend the United States, much less to 
help defend Europe. 

Kapitza, the great Soviet physicist, and German scientists 
imported into Russia are noted for their special competence 
in the technical problems relating to hydrogen weapons. 
Densely populated American cities are made-to-order for an 
explosive that levels hundreds of square miles. Communism 
suffered a defeat in prestige when our democracy completed 
the earliest atomic bombs, but this prestige defeat would be 
more than recouped assuming that Russia were to complete 
hydrogen bombs soonest. 

Furthermore, if the Kremlin believes that it cannot out- 
produce us in ordinary atomic weapons—imagine calling the 
destroyers of Hiroshima and Nagasaki ‘ordinary’ !—its log- 
ical strategy is to excel in the thermo-nuclear field. All such 
factors as these serve to warn America against complacency. 


“CouUNTER TO TRADITIONS 


Voluntary acceptance of the idea of being less well armed 


than other nations in this era of our greatest vulnerability 
runs completely counter to the traditions of our leaders— 
and, I might add, to good common sense. In my judgment, a 
failure to press ahead with the hydrogen bomb might mean 
unconditional surrender in advance—by the United States 
to alien forces of evil. 

But please note my insistence that we possess no monopoly 
upon the hydrogen bomb idea. If we win the race to build 
this weapon first, it is only a matter of time—and possibly a 
short time—before the Kremlin achieves success also. Let me 
warn, with all the solemnity at my command, that building 
hydrogen bombs does not promise positive security for the 
United States; it only promises the negative result of avert- 
ing, for a few months or years, well-nigh certain catastrophe. 

Do not for a moment overlook the obvious—that Soviet 
Russia broke our atomic bomb monopoly sooner than we had 
expected, and she would break any hydrogen bomb monopoly 
that we enjoyed with equal or greater speed. We are 
plunged into a truly terrible arms race! 

What are we going to do about it? 

There are really, I suggest, no more than two broad 
policies from which to choose. One consists in resigning 
ourselves, to a generation of waging the “cold war’—that . 
is, striving endlessly to contain Russia’s outward pressure, 
pouring out our substance to stay ahead in the weapons 
competition even after the Kremlin becomes armed with 
hydrogen bombs, and cherishing indefinitely the hope that 
Soviet tyranny will somehow see the evil of its ways and 
reform itself from within. 

Arrayed against the choice of such a policy is five thousand 
years of recorded history, which teaches again and again and 
again that armaments races lead to war—under today’s con- 
ditions, hydrogen war! 

But even if this policy could enable us to avoid armed 
conflict for a whole generation, it would undermine and 
corrupt that which we prize more highly even than the 
absence of hostilities: I refer to liberty. How is it possible 
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for free institutions to flourish or even to maintain them- 
selves in a situation where defenses, civil and military, must 
be ceaselessly poised to meet an attack that might incinerate 
fifty million Americans—not in the space of an evening, but 
in the space of minutes? 

Consider what sustained fear does to the individual— 
especially to the individual enterpriser. It constricts his 
imagination, paralyzes his initiative, and even affects his 
personal morality. It constitutes the most subtle and potent 
of poisons. Consider the crushing burdens already imposed 
upon our private enterprise economy. Consider, too, the 
restrictions on freedom already brought about by the atomic 
bomb and by its pressures upon us to accept loyalty checks, 
espionage counter-measures, and widening areas of official 
secrecy. 

For a preview of the future if the armaments race con- 
tinues, multiply the effect of these factors by something like 
1,000 times—to allow for the 1,000-times greater energy 
release of the hydrogen bomb—and if you are candid and 
realistic, I believe you will find it difficult indeed to see a 
dominant role for freedom in such a picture. To stay alive 
we will find ourselves more and more compelled to imitate 
the totalitarian rival. 

The other broad policy which we may choose consists in 
moving heaven and earth to stop the atomic armaments race, 
establish world-wide atomic peace, and to make possible 
atomic-created abundance among all men. In pursuing that 
policy we would tap to the roots the resources of our ingenu- 
ity and imagination; we would regard no suggestion as too 
startling or unconventional for careful consideration ; and we 
would be guided, disciplined, and inspired by our code of 
ethics and democratic, peace-loving decencies. 

It was from this kind of philosophy that we generated our 
original proposal for international control—a proposal which 
should constitute a source of pride to every citizen of our 
land. When the atom was split for destruction during the 
recent war, a transcendent moral problem came into being; 
and the responsibility for moral leadership on an equal order 
of magnitude rested upon us, since we had made the first 
bomb. 

There were those who advised us to advance no special or 
unusual peace plan and who hewed to the same pseudo-logic 
that now sees us waging the cold war for another generation. 
Fortunately, wiser counsel prevailed, and we rose to the 
moral challenge. We have written a page of history that 
will live as long as history is read—and will reflect its glory 
upon those who formulated our program to serve God and 
mankind. 

In essence we offered to share all that is good in atomic 
energy, and we asked only for the minimum safeguards, as 
operative upon ourselves as upon others, that would prevent 
the evil in atomic energy from being used to destroy us. 

We proposed that men of all countries, including Rus- 
sians, come to America under the auspices of the United 
Nations and inspect our atomic activities, and share in the 
control of our atomic raw materials and the operation of our 
atomic plans—all for the purpose of assuring themselves, to 
their own complete satisfaction, that we had honored our 
promise to exploit the atom for peace and peace alone. 
Equally we proposed that the same just and necessary pro- 
tective measures be made effective throughout the globe. 


BARUCH SPEECH 


More than three and one-half years have elapsed since 
Bernard Baruch, as spokesman for the President of the 
United States, Harry S. Truman, presented our official plan 
to the United Nations. He delivered one of the greatest 












addresses known to the English language, saying—and | 
quote: 


“We are here to make a choice between the quick and 
the dead. 

“That is our business. 

“Behind the black portent of the new atomic age lies a 
hope which, seized upon with faith, can work our salva- 
tion. If we fail, then we have damned every man to be 
the slave of fear. Let us not deceive ourselves: we must 
elect world peace or world destruction.’’* 


We may as well bluntly recognize, here and now, that in 
the ledger of life and death, the ledger of world peace and 
world destruction, there is only one entry on the hopeful 
side: the study, the improvement, and finally the endorse- 
ment of the American proposal by an overwhelming majority 
of the United Nations. 

On the death side of the ledger, on the side of world 
destruction, there have been repeated entries—a succession 
which began when Mr. Gromyko, as the Soviet delegate, 
stated that our plan is unacceptable either in whole or in 
part. For the sake of confusing world opinion, the Kremlin 
has retreated somewhat from that statement, using phrases 
too vague to define; but basically Mr. Gromyko’s words 
reflect the Soviet attitude as accurate today as when they 
were uttered. 

It is my intense conviction that our decision, born of 
necessity, to build the hydrogen bomb must be accompanied 
by the immediate initiation of a moral crusade for peace 
having far greater potential effect than any physical weapon, 
even chunks of the sun. 

Otherwise we would deal a severe blow both to our moral 
position and to our fervent hopes for a secure future. The 
people of the United States want harmony among nations 
infinitely more than they want a new bomb. A fresh pro- 
posal for atomic peace, as dramatic as it is sincere impresses 
me as urgently desirable. 

Yet, through Bernard Baruch’s immortal address of more 
than three years ago, we have already undertaken one major 
peace effort—and it was unsuccessful in that today we re- 
main as far distant from atomic agreement as when we 
started. Why did this honest peace effort fail to impact 
successfully upon all mankind? 

The answer is obvious and may be summarized in three 
words; Russia’s Iron Curtain. The people of Russia, thanks 
to the Iron Curtain, have been prevented from knowing the 
true and desperate nature of the atomic crisis. 

They have been kept from learning, due to the Iron Cur- 
tain, how we extend toward them the hand of friendship and 
offer a just atomic control plan for their protection and in- 
calculable benefit as well as our own. Any information on 
the subject that reaches the Russian people is first twisted 
and distorted into the Red focus of the Kremlin's official line. 


“Don’t Want Us To Loox I[n”’ 


We all know why the Soviet élite members maintain their 
curtain. It is because, using Churchill’s phrase, “They fear 
our friendship more than they fear our enmity.’’ You cannot 
operate a prison with too many doors and windows un- 
guarded and unlocked. The men of the Kremlin do not 
want us to look in. 

Above all, they do not want their own people to look out. 
This explains not only the Soviet clinging to the curtain but 
also the Soviet rejection of an atomic inspectorate and other 
essential controls. 

It is completely accurate to say that, in final analysis, 
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Russia’s Iron Curtain is responsible for our enormously re- 
luctant decision to make hydrogen bombs—for the curtain 
prevents the Russian people from appreciating that we want 
and seek atomic peace; they, therefore, bring no effective 
pressure upon their rulers to accept atomic peace; the rulers 
maintain their absolute sway through popular ignorance; and 
the atomic armaments race rushes madly onward. 

But though we may justly blame the Iron Curtain, we 
must also blame ourselves for failing to bring our message of 


peace and conciliation adequately to the attention even of: 


those people who enjoy reasonably free access to information. 

Few of our own leaders have recognized that global con- 
trol of atomic energy is the heart question of all foreign 
policy and that the German dilemma, the Austrian treaty, 
the status of Japan, and like matters are relatively insig- 
nificant compared to the overriding issue of whether or not 
more atomic weapons shall enter into existence with each 
month and year which passes. 

If a new crusade for peace is not to miss its objective, as 
did the peace effort which we launched with such high hopes 
in 1946, we must not only crack the Iron Curtain and gain 
the ear of the Russian people—we must also gain the ear of 
people on the near side of the barrier, including the many in 
our own country who do not yet grasp what is at stake. 


THe 

We have spent $29,000,000 a year on what we are pleased 

to call the Voice of America. It should be called the Whisper 

of America. We spend over $30,000,000 a year to advertise 

cosmetics—and $29,000,000, I repeat, to sell the precious 
commodity of freedom! 


WHISPER OF AMERICA 


All over the world today—perhaps because listlessness and 
mediocrity have characterized our attempts to sell what 
America is, what America wants and what America intends 
—there exists misunderstanding as to our attitude. 

The thirty years of vilification emanating from behind 
the Iron Curtain in Moscow have taken a toll on our repu- 
tation as a peace-loving and a peace-living nation. ‘There are 
millions of people abroad who observe our armaments ex- 
penditures and fail to grasp that these are for self-defense. 


They should appreciate the truth, but they do not. We 
assume that our actual good intentions and actual good feel- 
ings must be known to them; but they see that we devote 
billions to guns, tanks, planes and atomic weapons—and day 
and night the Communist propaganda machine hammers into 
them the theme that American armaments are designed for 
conquest. 

Even worse, they do not see—at least with the same 
clarity-——the huge resources being diverted to munitions in- 
side Russia; for the Iron Curtain conceals such activity and 
even enables Mr. Vishinsky to deceive multitudes by claim- 
ing that his country uses atomic energy to “move mountains.” 

I advocate, Mr. President, a United States program of 
attention-arresting foreign broadcasts that would compare 
in size and scope to the Soviet effort along this line and that 
would genuinely deserve the name, Voice of America. | 
favor exploring the efficacy of printing millions of leaflets 
for world-wide circulation, explaining a new United States 
proposal for atomic peace. 

We should publicly and repeatedly challenge the Kremlin 
to make known the terms of this proposal to newspaper read- 
ers and radio listeners inside Russia. We should publicly 
and repeatedly challenge the Kremlin to permit a meeting 
of the United Nations in Moscow, so that the trend of inter- 
national discussions and our own sincerity would be more 
likely to enter the mental horizon of the average Russian. 


Oruer Possinte Metuops 


There are other possible methods of creating a window in 
the Iron Curtain. Some have already been made known to 
the Senate; others will occur to us if we give the problem 
sufficient thought; all should receive the most painstaking 
scrutiny. At almost any cost we must assure that the Rus- 
sian people have opportunity to consider, side by side, the 
atomic proposals of their own rulers and our atomic pro- 
posals—and that the Russian people act as part of the world 
jury which brings in a verdict covering this monumental 
issue. 

There remains the question of what fresh atomic offer we 
should advance as a means of igniting a moral crusade for 
peace. Recently some observers, quite properly conscious of 
the decisive position occupied by atomic energy have argued 
that a board should be appointed (analagous to the one 
which prepared the famous American report in 1946) and 
that such a board should take a “new look” at the entire 
control problem—especially with a veiw toward re-evaluat- 
ing the need for certain technical phases of what is now the 
United Nations plan. 

Yet the scientific facts surrounding the hydrogen bomb 
more than ever render necessary the general kind of tech- 
nical program which the United Nations, after exhaustive 
study, has approved. More than ever it is true that an in- 
effective agreement would be worse than no agreement at all. 
More than ever there is no escape from strict control of raw 
materials, strict control of plants, and continuous inspection. 
We can enter into no scheme of a type which would only 
serve to mislead us and induce a false sense of security. 

The new approach that I have in mind is somewhat differ- 
ent. Although it flows from many weeks—and_ indeed 
months—of continuous reflection, I offer it only as an ex- 
ample of the bold steps which the Soviet atomic explosion, 
the shadow of the hydrogen bomb, and the pyramiding arms 
race should persuade us to consider. 

We now spend about $15,000,000,000 annually for arma- 
ments. Why not offer to take two-thirds of this sum, or 
$10,000,000,000, and, instead of amassing sterile weapons, 
use it to foster peace throughout the world for a five-year 
period? Why not offer to spread the annual $10,000,000,000 
over the three programs: President Truman’s Point Four 
proposal, development of atomic energy everywhere for 
peace, and general economic aid and help fo all countries, 
including Russia? 

Such a global Marshall Plan might combine with the 
marvelous power of peacetime atomic energy to generate 
univers. .naterial progress and a universal co-operative spirit. 


Errective Controt ProcGrRamMm ASKED 


In exchange for our own contribution of $10,000,000,000 
annually, we would ask (1) general acceptance of an effec- 
tive program for international control of atomic energy, and 
(2) an agreement by all countries, enforced through inspec- 
tion, that two-thirds of their present spending upon arma- 
ments be devoted toward constructive ends. Administration 
of the annual $10,000,000,000 which we offered to make 
available would be carried out through the United Nations. 

Such a proposal, if advanced by our Government, might 
vividly bring home to all the world’s population—in 4 man- 
ner far more successful than we have so far used—the pro- 
fundity of our desire for peace. It would accomplish this 
result even if it accomplished nothing else. 

If the proposal were actually accepted, we would have 
concluded the cheapest monetary bargain in our history; we 
would have probably saved mankind from destruction by 
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fire; and we would have paved the way toward a new era 
of unimagined abundance for all men, based upon atomic 
energy constructively harnessed. 

At present only one-third of the world’s two billion two 
hundred million people receive enough food to sustain life 
on a decent basis. ‘The other two-thirds live continuously 
at the margins of starvation. Mr. President, it is atomic 
energy that opens up the vision of expanding material decen- 
cies until there is enough to go around for all—until every 
last hungry mouth is filled. 

Perhaps through the expenditure of a few extra tens of 
millions we can conquer the riddle of photosynthesis and 
extract from the processes of plant growth a means of multi- 
plying many times the world’s food supply. Perhaps through 
atomic power for industry and agriculture we can transform 
the deserts of Africa, Asia and the Americas into blooming 
crop-producing acres and the arid hills of the world into 
gardens. 

It is almost impossible to over-estimate what all-out con- 
centration upon atomic energy for peace might accomplish 
in terms of remaking and improving the physical environ- 
ment of mankind. 


I might point out that we have already poured billions 
into foreign economic aid, asking nothing in return, and still 
Communist propaganda has blackened our motives in the 
eyes of millions. Here, in accordance with my suggestion, we 
would ask effective control of the atom and substantial dis- 
armament—which every man and woman in the world has a 
right to expect without any further inducement on our part. 


A FurTHEeR INDUCEMENT 


Yet we would in fact provide further inducement, in the 
form of $10,000,000,000 annually for five years, as proof of 
our overwhelming will to peace. At the same time it goes 
without saying that we would provide no such funds unless 
they were associated with the measures needed to rescue 






humanity from heil on earth, control of the atom and dis- 
armament. 

I suppose that my suggestions will be termed impracticable 
or theoretical in some quarters. Before they are condemned, 
however, I would ask that whoever condemns them produce 
a better proposal. 

I am willing to have my suggestions today judged against 
the background of Mr. Baruch’s words spoken more than 
three years ago—words which I have quoted and which I 
now repeat: 


“We are here to make a choice between the quick and 
the dead. 

“That is our business. 

“Behind the black portent of the new atomic age lies a 
hope which, seized upon with faith, can work our salva- 
tion. If we fail, then we have damned every man to be 
the slave of fear. Let us not deceive ourselves: we must 
elect world peace or world destruction.” 


This much Mr. President, I would add: in 1945 and 
1946, when our thoughts were focused upon the Hiroshima 
bomb, we enjoyed an opportunity to wage atomic peace that 
somehow—despite the magnificence and generosity of our 
proposal to the United Nations—we did not fully exploit. 
Our present concern with the hydrogen bomb furnishes a 
second opportunity. I do not think a third will be given us. 

I believe that every morning each member of the United 
States Senate and House of Representatives, and each high 
official of the executive branch, should glance at the sun and 
reflect that what he sees there, millions of miles away, 
threatens to be recreated on this earth, in our own cities, in 
Washington, New York, Los Angeles and Chicago. 

This is a time for soul-searching, for nation-wide and 
world-wide debate, and for the launching and maintaining 
of that moral crusade for peace which alone can save us and 
lead mankind along the righteous paths of security, abund- 
ance and liberty. 


Russia and the Atomic Bomb 


THE FUTILITY OF AGREEMENTS NOT BACKED BY STRENGTH 


By DEAN ACHESON, United States Secretary of State 
Delivered at a News Conference, Washington, D. C., February 8, 1950 
(Extemporaneous remarks as transcribed by the State Department) 


SHOULD like to talk informally this morning on some 
if thoughts which have come to me as a result of studying 

carefully two very arresting speeches which were made 
in the Senate within the past week. The first thing that I 
should like to draw to your attention, although you already 
know it, is that these speeches reflect probably the most basic 
urge of the American people and the most basic objective 
of American foreign policy, which is the pursuit of peace. 
I stress that because I think we have to sit down every once 
in a while and consider how essential peace is to the existence 
and the workings of a democracy. 

You hear Bismarck or Clausewitz or whoever it was 
quoted as saying that war is primarily the translation of 
policy into another field. That is not true with a democracy. 
War cannot accomplish the purposes of a democracy. It 
can only make the accomplishment of that democracy more 
dificult and therefore, with a democracy war can be re- 
sorted to only when it becomes necessary to protect the 


physical side of the state or system of states to which it 
occurs. 

That, of course, is what happened at the time of Pearl 
Harbor. ‘There was a physical attack on the forces and ter- 
ritory of the United States and the only chance that the 
United States had was either to fight back or yield. 

I think we can see, as the results of the last war become 
more clear to us, that the positive furthering of purposes 
was not accomplished by the war. All it did was to protect 
us against the physical destruction of our state and the sys- 
tem of states to which we belong. So I want to stress that 
these speeches come out of that fundamental urge of the 
American people and the American Government, of all 
branches of the American Government, on the Hill and here 
in the executive branches and throughout the country of all 
of our people. 

I think it is fair to say in thinking about these speeches 
that they represent more the goal toward which we are 
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striving than they represent instructions as to how to reach 
that goal. ‘They deal with the end rather than the means 
toward the end. If we could reach our goal by agreement, 
of course, that would be highly desirable and the simplest and 
easiest way to do it. But I think four years of experience 
have brought us the realization that that is not possible. 


U. N. ResoLuTion 


| wish to draw to your attention at this time a resolution 
which was adopted by fifty-three nations at the last. meeting 
of the [United Nations] General Assembly. That resolu- 
tion gave the items which the General Assembly thought 
were necessary for the achievement of peace, and the last 
two of them have to do with disarmament of conventional 
arms and the control of atomic energy. 

You can easily look at those two items I mention because 
those are two of the matters discussed in both of the speeches 
to which I refer. And yet that resolution with those two 
items in it was voted against by the Soviet Union and by its 
satellite states, which indicates how difficult it is to even get 
agreement upon an objective as clearly desirable as those items 
would seem to be. 


SovieT DetTERMINATION 


In considering how we go down this road toward the 
achievement of peace, | think what we have to do is to 
understand first of all the nature of the Russian Govern- 
ment with which we have to deal, and the nature of the 
world within which we have to deal with it, and I am sure 
that it is clear to you that the outstanding characteristic of 
the Soviet Government is its purposefulness. It is deter- 
mined to reach certain results which it wants very much 
to reach. 

Now, in part the Soviet Government is ideological and in 
part, it is imperialistic, but in whole it is incompatable with 
the present achievement of a world situation which is based 
on peace and the maintenance of national independence and 
freedom. 

What we have also observed over the last few years is that 
the Soviet Government is highly realistic and we have seen 
time after time that it can adjust itself to facts when facts 
exist. We have seen also that agreements reached with the 
Soviet Government are useful when those agreements regis- 
ter facts or a situation which exists and that they are not 
useful when they are merely agreements which do not 
register the existing facts. 

You have had a great many illustrations of that. You 
have seen it, for instance, in the Berlin situation. We had 
all sorts of agreements with the Soviet Government as to 
our right to be in Berlin, the purposes for which we were 
in Berlin, and our right of transit through the Soviet area 
to and from Berlin. 

All those matters were clear but when it suited the pur- 
pose of the Soviet Government to interfere by force with 
our access to Berlin, it did not hesitate to use that force. 
You saw also that when we took vigorous action with our 
allies and when through the airlift and the powerful for- 
ward policy which we adopted in Germany, it became not to 
the advantage of Soviet foreign policy to continue its obstruc- 
tion, it stopped its obstruction. So you see it is not a matter 
of agreement but a matter of registering the existence of a 
situation. 

Accorps ON GREECE FAIL 


You saw the same sort of thing in Greece. We had all 
kinds of agreements through the United Nations and other- 
wise that you do not interfere with the integrity of one of 


the members of the United Nations or of any sovereign na- 
tion. Yet when it suited the purposes of the Soviet Govern- 
ment and its satellites to foment internal rebellion in Greece 
and armed conflict in Greece they did not hesitate to do that. 

It was not a question of agreement. We argued, we went 
to the United Nations, we created commissions, we did every- 
thing that we possibly could do to bring about agreement 
in regard to Greece but the Greek situation only became 
solved when the most vigorous action by the United States 
and the Greek Government and the Greek people resulted 
in the suppression of this internal revolution and the resto- 
ration of Greek economy. 

You saw the same thing in Turkey. All sorts of pressure 
was brought to bear on Turkey in regard to the Straits. But 
when that situation was dealt with vigorously Soviet policy 
adjusted itself to it. 

Now you see the same exhibition on the other side in 
regard to Soviet policy in China. There, unhappily, the best 
efforts of everybody did not produce strength but produced 
weakness. As I pointed out at the press club the other day, 
as soon as that weakness is produced you see the workings 
of Soviet imperialism in China. It goes even so far that the 
Soviet Union and its satellite states voted against a simple 
resolution in the United Nations to respect the integrity 
of China. 

Thus what I want to stress here is that agreements with 
the Soviet Union are useful when those agreements register 
or record an existing situation of fact, but otherwise they are 
not of much use. 


STRONGER GERMANY SOUGHT 


So it has been our basic policy to build situations which 
will extend the area of possible agreement; that is, to create 
strength instead of the weakness which exists in many quar- 
ters. It has, therefore, been our policy in Germany to try 
and restore the economy of Germany, to try and get the 
German people in a situation where they look forward with 
hope of becoming again an important part of the Western 
European community. That has always been the purpose of 
the occupation in Japan so far as the Asiatic side of the 
world is concerned. 

In another area the whole purpose of the economic recover) 
program in Western Europe is to create strength instead of 
weakness in that area. That is the purpose of the arms pro- 
gram, that is the purpose of the Point Four program. Those 
are illustrations of the way in which in various parts of the 
world we are trying to extend the area of possible agreement 
with the Soviet Union by creating situations so strong that 
they can be recognized and out of them can grow agreement. 

Now this road is a very long one and a very difficult one. 
It takes purpose, continuity of purpose, perseverance, sacrifice 
and it takes, more than almost anything else, very steady 
nerves. You not only have to consider the nature of the 
Soviet Government but you have to consider the nature of 
the world within which we have to deal with the Soviet 
Government. 

I don’t need to go over again with you the fact that 
growing out of the last war and other conditions before the 
war and between the wars there have been created all over 
the world these situations of weakness. Every time one of 
those situations exists, and they exist in Asia and they exist 
in Europe, it is not only an invitation but an irresistible in- 
vitation for the Soviet Government to fish in those troubled 
waters. 


WEAKNESS A DANGER 


lo ask them not to fish and to say we will have an agree- 
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ment that you won't fish is like trying to deal with a force 
of nature. You can’t argue with a river, it is going to flow. 
You can dam it up, you can put it to useful purposes, you 
can deflect it, but you can’t argue with it. 

Therefore, we go to work, as I said, to change those 
situations of weakness so that they won’t create opportunities 
for fishing and opportunities for trouble. But so far as agree- 
ment per agreement is concerned, I think we have discovered 
that even the simplest thing growing out of the war, which 
is to make peace, perhaps not with your enemies, but at least 
with your friends, has become impossible. 

We have tried for years to get a treaty with Austria; it 
hasn’t been possible. We made no progress on getting a 
treaty with Germany. We can’t even get a forum with the 
Soviet Union to discuss a treaty with Japan. So, as I say, 
the avenue to pursue, the road toward reaching the goals 
which are referred to in these speeches is this long and 
difficult one. 

Now, many people are troubled, and rightly troubled, be- 
cause of the possibility that there may be developed a new 
and a very terrible weapon. That is a proper and sober 
response to this very serious fact. 

But I wish to draw to your attention to the other fact, 
that the existence of this possibility does not change the facts 
which ' have just been discussing with you. The fact that 
the results of war may be even more terrible in the future 
than they have been in the past does not change the facts 
that I have been discussing as to the difficulty of the road 
toward peace and the nature and direction of that road. 
All it means, and one of the great things it means, is that 
we must be even more calm and even more steady than we 
have been in the past, because the responsibilities and the 
consequences of not being calm and net being steady are 
even more terrible than they were before‘ 


Criticism WELCOMED 


Another thing that | should like to mention to you this 
morning, a thought that comes to me from considering these 
two speeches, has to do with another very fine quality of the 
American people perhaps even more than other people. 
It is a quality of all free people but particularly of Ameri- 
cans, and that is that we are continually examining ourselves, 
we are continually criticizing ourselves, we are continually 
looking over the course we are following and asking whether 
we have overlooked something, whether we have made mis- 
takes in the past, whether the course is proper and right. 

That is an excellent quality. It is a quality which comes 
only from freedom and I'd like to suggest to you that we 
will be much nearer peace when the exercise of that quality 
is possible in the Soviet Union. 

Now in the Soviet Union if anyone tries to examine the 
course of the Government or if people should say “Are we 
really right about this matter of communism? Is it really 
sound?” what happens to them? They go to the uranium 
mines or they go to the salt mines or they just disappear. 

When the time comes that the Russian people can ex- 
amine themselves and criticize themselves and examine the 
course of their Government and criticize that Government 
then we will be very much closer to these two goals that 
were discussed in the Senate. 

Not by way of criticism in any way, I think that we should 
be careful to see that our self-examination and self-criticism 
does not go to the point where it becomes self-reproach. 
Because that attitude of mind is one which is apt to bring 
paralysis in the field of action where action is necessary. We 
must examine ourselves, but we must not get into the state 
of merely reproaching ourselves, because action is required 





and action is essential along the lines that I have been dis- 
cussing. 

So I would like to conclude these remarks by stressing 
again that it is a good thing to examine our course, it Is a 
good thing to look at every possibility which comes up. We 
must continue to do that, we must remember always that 
the road to peace is long and difficult in the world as it is 
today. But we must never waiver in pursuing that goal, we 
must never for a moment doubt the possibility of achieving it. 

The General Assembly resolution cited by Mr. Acheson 
follows: 

ESSENTIALS OF PEACE 


Resolution Adopted by the General Assembly of the 
United Nations at its 261st Plenary Meeting on 1 Decem- 


ber 1949—( Adopted on the report of the First Committee 
[A1150].) 

The General Assembly 

1. Declares that the charter of the United Nations, the 
most solemn pact of peace in history, lays down basic princi- 
ples necessary for an enduring peace; that disregard of these 
principles is primarily responsible for the continuance of 
international tension; and that it ts urgently necessary for all 
members to act in accordance with these principles in the 
spirit of cooperation on which the United Nations was 
tounded ; calls upon every nation 

2. To refrain from threatening or using force contrary 
to the charter; 

3. ‘To refrain from any threats or acts, direct or indirect, 
aimed at impairing the freedom, independence or integrity 
of any state, or at fomenting civil strife and subverting the 
will of the people in any state; 

4+. To carry out in good faith its international agreements ; 

5. To afford all United Nations bodies full cooperation 
and free access in the performance of the tasks assigned to 
them under the charter; 

6. To promote, in recognition of the paramount impor- 
tance of preserving the dignity and worth of the human 
person, full freedom for the feaceful expression of political 
opposition, full opportunity for the exercise of religious free- 
dom and full respect for all the other fundamental rights 
expressed in the universal, declaration of human rights; 


7. To promote nationally and through international co- 
operation, efforts to achieve and sustain higher standards of 
living for all peoples; 

8. ‘To remove the barriers which deny to peoples the free 
exchange of information and ideas essential to international 
understanding and peace; calls upon every member 


9. ‘To participate fully in all the work of the United 
Nations; calls upon the five permanent members of the 
Security Council 

10. To broaden progressively their cooperation and to 
exercise restraint in the use of the veto in order to make the 
Security Council a more effective instrument for maintain- 
ing peace; calls upon every nation 

11. To settle international disputes by peaceful means and 
to cooperate in supporting United Nations efforts to resolve 
outstanding problems; 

12. ‘To cooperate to attain the effective international regu- 
lation of conventional armaments: and 


13. To agree to the exercise of national sovereignty jointly 
with other nations to the extent necessary to attain inter- 
national control of atomic energy which would make effective 
the prohibition of atomic weapons and assure the use of 
atomic energy for peaceful purposes only. 





a 
I 
] 

b 


msde 






































































































































264 





Vital Speeches of the Day 





AM glad to be here today to help open the new home 
of the Amerika Haus in Stuttgart. It is well to state 
at the outset what purpose such a house is intended to 
serve. Simply put, this house is meant to provide a meeting 
place where men and women can find interests and informa- 
tion generally related, though by no means exclusively, to 
the thought and activities of the people of the United States. 

The Amerika Haus is not a house of propaganda. It is 
a house for free men and free women to exchange views, to 
learn and to reach understanding. Above all, it is a house 
for the young. In the Amerika Haus you will find a reflec- 
tion of a youthful people. 

It has been frequently suggested that the culture of the 
United States leaves something to be desired in its relation 
to the cultural refinements of older Europe. I do not sug- 
gest that the American culture is superior to that of Europe 
or that we do not have much to learn from the older cultures. 
But | do hope that you will be able to discern from your 
visits to the Amerika Haus some of the vast energy and 
thought which the United States represents today. 


ACHIEVEMENTS UNDER FREEDOM 


It is here that you may gain a conception of what a youth- 
ful nation can accomplish in the way of living peaceably 
with its neighbors under a constitutional system, a system 
which permits the fullest expansion of the economy, the 
science and the religion of the country, all without suppres- 
sion of personal liberty. 

Here, | hope you can find reflected in the books, periodi- 
cals and other media, the achievements of a people enjoying 
freedom of thought and expression, free speech and a free 
press. 

It is not all to to be blindly admired and imitated. It is 
here to be judged and appraised for its true worth. 

It would take more than this haus to portray America 
or to understand it. The American university, for example, 
is not merely a workshop for scholarship and research. It 
is a Vast training ground for democratic thought. In Ameri- 
can universities, hundreds of thousands of students from all 
walks of American life become acquainted with the vast 
history of world civilization. Not all of them become doc- 
tors, lawyers, teachers, or civil servants. The great majority 
return to farms, industry and commerce. Here is a phe- 
nomenon to be observed and appraised, quite as much as 
American methods of scholarship and research. 

But whatever may be learned from a visit to Amerika 
Haus it is there to be utilized to the extent you wish. We 
hope you will make yourselves at home in it. 

The dedication of this haus in Stuttgart also gives me 
an opportunity to report to you on my recent trip to the 
United States. I want to tell you something of the impres- 
sions I received from the people and officials while there, I 
want also to restate, as simply as I can, certain fundamentals 
of American policy in Germany. 


TALKS ON GERMANY 


As you know, I returned to the United States to talk 
with the President, the members of the Congress particularly 
concerned with our foreign affairs and other public officials. 


United States Policy in Germany 


ACHIEVEMENT OF POLITICAL RECOVERY ALONG DEMOCRATIC LINES 
By JOHN J. McCLOY, United States High Commissioner for Germany 
Delivered at the opening of Amerika Haus, Stuttgart, Germany, February 6, 1950 


Also through radio talks and other means I spoke to a very 
large sector of the American people. In the past two weeks, 
1 not only answered questions put to me by the President 
and the Secretary of State, by members of Congress, by 
publishers, editors, correspondents and columnists, but also 
as a public servant, | stood before many hundreds of people 
in Washington, New York and Boston to give my appraisal 
of German developments and to answer their questions. 

1 come back here much aided and encouraged by these 
contacts. May I, in a frank and friendly manner, recom- 
mend this healthy, if rather exacting, process to the people 
and officials of Germany. It would be good for all of us. 

My deepest impression from my visit to the United States 
is of the intensity and extent of the interest in Germany. 
‘There are almost daily reports from Germany on the front 
pages of our newspapers. Our civic organizations devote a 
large amount of their time to German questions, and it is 
easy to understand the reasons for that interest. 

The people of the United States have expended an enor- 
mous amount of human and material treasure to defeat 
Hitler, to wipe out nazism and restore decent living in 
(germany. All generations in the United States, as is true 
of many other countries, have been deeply affected by the 
former German aggressions and they are concerned over 
any signs of a resurgence of these forces which led to Nazi 
domination. They know that Germany is a critical factor 
in Europe and in the world today. 


Questions ASKED IN U. S. 


Among the almost infinite variety of questions I was asked, 
a few constantly recurred. These are samples of the main 
line of questioning: 

What are the chances of a revival of nazism? 

How important are nationalistic trends? Who is behind 
these movements ? 

What are certain German officials trying to achieve with 
their recurrent nationalistic statements ? 

How strong are the extreme rightist movements? ‘The 
extreme left? What are the German people and authorities 
doing about them? 

How strong is the will to democracy, the will to peace 
in Germany ? 

Are the Germans sincerely interested in joining the West- 
ern European community of nations? 

Are significant groups and individuals working to make 
Germany a peaceful, democratic state? 

How long will it require before one can be certain of the 
emergence of a sound and a peaceful state? 

These were questions of deepest concern, but as persistent 
as these inquiries were, there were also such questions as: 
How can we help the German people recover? What can 
we do, as private citizens, as private organizations, to help 
the Germans meet the great problems before them? 

In other words, along with deep concern over Germany, 
1 repeat, there was hope and a most amazing eagerness to 
help. Moreover, the number of people in the United States, 
many Germans and many Americans, who suffered or whose 
relatives suffered from Nazi barbarism, and who still are 
prepared to aid Germany, never fails to amaze me. 
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You know, I believe, how I answered these questions. I 
told the American people that | was concerned over the re- 
emergence of nationalist groups; that there was in my judg- 
ment still too much traditionalism and authoritarianism in 
German life; that many undesirable tormer Nazis and na- 
tionalists were finding their way back into important places; 
that there was still resistance to reforms long overdue; that 
too many German people were apathetic or negative in their 
approach to their political responsibilities. 

But I also said that in my judgment the picture was 
positive rather than negative. I pointed out that there is 
today in Germany a freely elected government and parlia- 
ment; that there are excellent men to be found in public 
life, sincere in their devotion to freedom; that there is an 
accumulation of progressive legislation in the laender; that 
the German newspapers are showing an increasing alertness 
and tendency to give the people the facts. 


GERMANS WANT PEACE 


I stated that it was my conviction that the great majority 
of the German people want peace and would deplore the 
remilitarization of Germany; that they have faith in the 
unity of Western Europe; and that they see themselves as a 
responsible part of Western Europe. 1 mentioned some of 
the very fine spirits, whom I had met in Germany during 
the time I have been here and who gave me great encourage- 
ment for the future of the country. 

I did not minimize the dangers in Germany. I pointed 
out that the millions of refugees, the homeless youth, the 
unemployed added to these dangers. I said that beneath 
their superficial differences the extremists on the right in 
Germany, and the Communists on the left are totalitarian 
allies and that they would not hesitate to exploit for their 
own benefit the distress of these groups. 

Now I want to make a few more over-all points. One is 
that the people of the West are united in regard to Ger- 
many. There are differences of opinion and some differences 
of interest which appear from time to time, but funda- 
mentally the guiding purpose of the officials and peoples of 
the other three occupying powers is the same. All are mem- 
bers of the Western world, all seek peace, all seek freedom. 
Moreover, the Western peoples are bound together by very 
vivid recollections of common sacrifices endured in many 
fields. In short, there is no likelihood of wide discrepancies 
and there is strong likelihood of sustained and collective 
support for each other and toward a peaceful Germany. 


Co.uective GUILT 


Secondly, may I say a word or two on the subject of col- 
lective guilt. This is a term over which much ink has been 
spilt, and I hesitate, knowing the propensity of politicians 
to orate on the subject, even to mention it. 

There is no need to tilt at windmills. No one, least of 
all the people of the United States, is charging all Germans 
with the responsibility for Hitler’s crimes. Their enormity 
alone would preclude this. No one demands a beating of 
the breasts or a scene at Canossa. But what I do expect is 
an end to the arguments of these Germans who would not 
only deny their own guilt, but also seek to place the re- 
sponsibility for the consequences of that guilt exclusively 
upon the shortcomings of other peoples. 

There has been recently a tendency of certain spokesmen 
in this country to jump all the way from a denial of col- 
lective guilt to an assertion that other peoples and countries 
are responsible for Germany’s post-war difficulties and prob- 
lems. In all seriousness I want you to know that such utter- 
ances do incalculable harm and set back the cause of Ger- 
many. They display a deep misunderstanding of the events 
of the past seventeen years. They call to mind what people 









are now disposed to forget—that is, the amazing docility 
and acquiescence of the greater part of the German popu- 
lation toward Nazi outrages. After all, it was these out- 
rages which brought about the distress from which Germany 
now suffers, and much more besides. 


Sees OpporruNity FoR LEADERS 


Humility leads to strength and not to weakness. It is 
the highest form of self-respect to admit mistakes and to 
make amends for them. In this critical time of German 
and world history the people and the leaders of Germany 
have a great opportunity to demonstrate that they have 
learned these lessons ot the past. They can demonstrate 
their good-will by attacking in a democratic manner the 
deeply serious but not insurmountable domestic problems 
now facing them. Agitation of foreign issues, however tempt- 
ing, cannot distract attention from vital domestic issues 
and from the pressing need for domestic reforms. 

In the months ahead it is imperative that the German 
people, their leaders and parliaments, deal with the prob- 
lems of unemployment, of the refugees, of the youth. These 
are major problems. If they are attacked in a statesmanlike 
manner, if German leaders will remember that everything 
they say reaches a world audience as well as a local one, 
the problems will be nearer solution. And Germany will 
find that the American people and their representatives in 
this country will help in their solution. 

The Western nations have already made unprecedented 
efforts to help. The High Commissioners are prepared, in 
conjunction with the Federal and Land governments, to 
study and seek means to aid in the solution of these problems. 
| am prepared to say, for myself at least, that unemploy- 
ment, for example, is not exclusively a German problem, 
because, if for no other reason, it is so greatly aggravated 
by the influx of the refugees from the terror to the East. 
In view of the fact that the United States has already done 
so much to help Germany, it is difficult to think of what 
more we can be reasonably asked to do. Nevertheless, given 
a full measure of German endeavor, we are certainly pre- 
pared to cooperate to the utmost. 


Purpose or U. S. in GERMANY 


Let me emphasize, however, and this I say particularly 
to the political leaders of Germany: We Americans are not 
here exclusively to feed the German people and promote 
economic recovery, nor merely to see that tanks and planes 
are not built. Our main purpose is to help Germany achieve 
political recovery. By that I mean to help the German 
people establish a political democracy in which they can 
live as free men and enjoy the benefits of their freedom. 
That is my answer to those who occasionally say that we 
have no right to mix into the political problems confronting 
this country. 

And now I think you are entitled to know certain lines 
of American policy today. Somewhat more than three years 
ago, the then Secretary of State, James F. Byrnes,* sounded 
a note of encouragement in this city to the German people. 
In making the following statements I want to add to that 
hope. Here, as I see it, are the leading principles of our 
policy in this country. 

The German people should be enabled to develop their 
political independence along democratic lines in close asso- 
ciation with the free people of Western Europe. They 
should be integrated into a free Europe. 

The German people should, when they and their gov- 
ernments have demonstrated their readiness and _responsi- 
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bility, share fully in free Europe’s economic benefits and 
correspondingly assume its obligations. 

ihe German people and Government should take an in- 
creasingly active part themselves in the political and eco- 
nomic organization of Europe. Germany cannot be allowed 
to develop political conditions or a military status which 
would threaten other nations or the peace of the world. 
‘That means there will be no German army or air force. 
German security will best be protected by German par- 
ticipation in a closely knit Western European community. 

The German people, subject to the fore; going consider- 
should have the widest freedom to shape their future. 
Lhe controls exercised by the occupation authorities should 
be exercised so as not to hamper the full development of 
(German political, economic and cultural life. 

Full support and encouragement will be given to demo- 
cratic forces in Germany. ‘The powers reserved in the occu- 
pation statute are available and intended to prevent any 
resurgence of ultra-nationalistic or anti-democratic forces 
which would be a threat to the peace of Europe. 

Full support will be given to the development of the 
federal republic of Germany. All constructive efforts to 
help toward the goal of the unification of Germany on a 
democratic and federal basis will be made. In spite of many 
obstacles we shall continue to seek a way to advance this 
unity. 

‘The city of Berlin, which has already found such a sym- 
pathetic response among the free people of the world, will 
continue to receive aid and support of the people of the 
United States. Its strength and spirit can give vigor and 
life to the new Germany, and all measures to bring it closer 
to the people of the Western republic will be encouraged. 

It is American policy to foster fair trade practices through 
a program of decartelization and deconcentration of industry. 

It is American policy that persons and organizations de- 
prived of their property as a result of Nazi racial and politi- 
cal discrimination should either have their property returned 
to them or adequate compensation given; that persons who 
sutfered personal damage or injury through Nazi persecu- 
tion because of racial, religious or ideological reasons should 
be indemnified. ‘Their wrongs can never be completely re- 
dressed but in all decency they must be faced and dealt with 
without evasion or subterfuge. A recovery built on a dis- 
regard of these obligations would be false and would con- 
stitute an omen of future disaster. 

In connection with these policies, 1 should like to em- 
phasize the following: We have all been shocked by the 
recurrence of the Soviet efforts to depress the life of the 
people of Berlin by interruptions in and the slowing down 
of the normal traffic between the Western zones and that 
city. It is quite clear that protests or expressions of indig- 
nation at the callousness of such action have no effect on 
those who employ 


itions, 


these measures. 


HARASSMENT Witt Fat 

1 am not going to threaten or to speak of what specific 
measures the commission may, in conjunction with the Fed- 
eral Republic, apply to this situation if it continues. All I 
fee! I should add is that the present harassment will no 
succeed than did the former. Whatever the High 
Commissioners and the Western Republic find it necessary 
to do to aid the city and to destroy the ettect of these inter- 
I know, have the support of the people of the 


more 


ferences will, 
United 

| would ilso like to sav a 
Whatever the solution, 


States. 
few words about the Saar. 
it must not stand in the way of the 
great concept of Germany's participation in the organization 
of Western Europe. A sensible, 
readily be found 


statesmanlike solution can 
ind far too much ts at stake to permit this 
issue to become again the starting point for internal political 


maneuvering leading only to embittered Franco-German 


misunderstanding. 

Whatever our policies may be in whatever aid we may 
render, it cannot be too often repeated that only the German 
people hold the key to their own peaceful, prosperous future. 
They must therefore do some very straight thinking regard- 
ing their position in the world. 

Germans rightly take pride in the world citizenship rep- 
resented by men like Goethe and Beethoven. These men 
did not think in terms of Frankfort, Bonn, Stuttgart, Ham- 
burg or even Germany. They were men of the world. To- 
day, after a disaster of such enormous dimensions as World 
War II, extraordinary opportunities exist in Germany for 
a reappraisal of values and a break with the traditions 
which hitherto have resulted in misery and disaster. 


A Great Wor.tp Prosp_eM 


The future of Germany is not a local national question. 
It is an integral part of a great world problem. It requires 
maturity of thought and expression as well as stability of 
action. Germany can readily acquire a position in the world 
by giving the sign of a regenerated spirit, a spirit to which 
free peoples all over the world would quickly respond. 

By such action Germany can acquire a world position 
which no amount of German political maneuvering between 
two great world powers could ever create. It is this world 
concept and world responsibility which the politician, the 
teacher, the pastor, the philosopher of new Germany, must 
present. It is the antithesis of the concept of world domina- 
tion with which false leaders deluded the German people 
to the point of destruction and even disgrace. 

One other admonition, if I may venture to state it. | say 
this with the earnestness derived from experiences in my 
own country. If the people of the United States, with their 
long tradition of democracy, must remain vigilant, certainly 
the German people, who have so recently emerged from one 
of the worst abuses of individual freedom in history, must 
be ever on the alert. 

It is essential that every German and not only a cour- 
ageous few, should recognize his own responsibility in the 
protection of individual rights and of the processes of justice. 
It is the price of all security, but most particularly of the 
security of the individual. It is so easy to let things drift, 
to ignore the danger signal until only heroes and martyrs 
dare oppose the accumulated force of oppression. 


THe Nazi INFLUENCE 


Here I wish to emphasize that one of the primary purposes 
of the occupation has been and is to eradicate Nazi influence 
and leadership from German political, economic and cultural 
life. That principle is written into the federal and land 
constitutions. The Federal and Land governments have the 
duty to take adequate measures to protect the German people 
against a revival of nazism in any form. 

We will work with and support the efforts of those who 
honestly and sincerely seek to accomplish that purpose. On 
the other hand, we shall not hesitate to use all our power 
and influence to expose and counteract any subversive influ- 
ences which condone or encourage the revival of nazism in 
German life. If the German people hope again to take their 
place in the community of free nations, they must demon- 
strate their will to insist upon an honest and vigorous en- 
forcement of that policy. 

In the life of each nation there are critical periods of de- 
cision. Today, five years after the war, such a period has 
arrived for Germany. If the German people take full ad- 
vantage of it, they will find the road to unification, the 
unification of all Germany. And they will receive the full 
support of the democratic peoples of the West. 
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By HARRY S. TRUMAN, President of the United States 
Delivered to Congress, Washington, D. C., January 23, 1950 


O the Congress of the United States: The tax policy 

of the United States Government is of major signifi- 

cance to the national welfare. Taxes are the means 
by which our people pay for the activities of the Govern- 
ment which are necessary to our survival and progress as a 
nation. Decisions about Federal tax policy should be made 
in full recognition of the economic and budgetary situation 
and should contribute to our national objectives of economic 
growth and broader opportunities for all our citizens. 

At the present time, I believe we should make some re- 
visions in our tax laws to improve the fairness of the tax 
system, to bring in some additional revenue and to 
strenghten our economy. 

Our general objective should be a tax system which will 
yield sufficient revenue in times of high employment, pro- 
duction, and national income to meet the necessary ex- 
penditures of the Government and leave some surplus for 
debt reduction. 

In the budget message, I estimated that receipts in the 
fiscal year 1951 will fall short of meeting expenditures by 
$5,100,000,000. This deficit will be due largely to the 
short-sighted tax reduction enacted by the Eightieth Con- 
gress, and to the present necessity for large expenditures for 
national security and world peace. Moreover, owing to the 
time lag between corporation earnings and tax payments, 
the 1949 decline in corporation profits will be reflected in 
lower tax receipts in the fiscal year 1951. 


Poticies ARE THREEFOLD 


‘The policies I am recommending to the Congress are de- 
signed to reduce the deficit and bring about a budgetary 
balance as rapidly as we can safely do so.. These policies 
are threefold: First, to hold expenditures to the lowest level 
consistent with the national interest; second, to encourage 
and stimulate business expansion which will result in more 
revenue; and third, to make a number of changes in the tax 
laws which will bring in some net additional revenue and 
at the same time improve the equity of our tax system. 

First, as to Government expenditures. 

I have recently transmitted to the Congress a budget 
containing recommendations for appropriations and esti- 
mates of expenditures for the fiscal year 1951. This budget 
was carefully prepared with a view toward holding ex- 
penditures to the lowest possible levels consistent with the 
requirements of national security, world peace, economic 
growth and the well-being of our people. 

The decisions of the Congress, as well as unpredictable 
changes in circumstances over the next eighteen months, may 
alter in many particulars the character and amount of the 
expenditures contemplated in this budget. Nevertheless, | 
believe the estimates contained in the budget represent the 
most realistic appraisal that it is possible to make at this 
time of the necessary expenditures in 1951. I believe the 
Congress will generally concur in this view after it has had 
an opportunity to consider these estimates carefully. 

The expenditures estimated in the 1951 budget have been 
reduced by about $900,000,000 below the level estimated 
for the present fiscal year. The policies recommended in the 
budget will permit further reductions in subsequent years as 





the costs of some of the extraordinary post-war programs 
continue to decline. 

To achieve these reductions we must continue to practice 
rigid economy. At the same time, it would be self-defeating 
to cripple activities which are essential to our national 
strength. It will require wisdom and courage to find and 
hold fast to the course of wise economy without straying 
into the field of foolish budget slashes. 

Second, as to the strength and growth of our national 
economy : 

We cannot achieve and maintain a balanced budget with- 
out a strong and prosperous economy. A recession in eco- 
nomic activity would call for increased Government ex- 
penditures at the same time that revenues were reduced, 
thus creating greater budget deficits. 

At the present time, the economy of the United States is 
growing, and we have every reason to expect it to continue 
to expand if we follow the right policies. It is largely the 
task of private business to achieve this growth. The Gov- 
ernment, however, can and should contribute to it. Through 
such cooperation, national employment and income will 
grow. This will result, in time, in increasing Govern- 
ment revenues. 

CavuTions ON Bupcer Cuts 

Just as the condition of our national economy has an 
overriding effect upon our efforts to balance the budget, so 
do our policies for managing the Federal budget have a 
decisive effect upon the national economy. Drastic reduc- 
tions in Federal expenditures in the wrong places and at 
the wrong time could have serious disruptive effects through- 
out our economy. 

Government revenue policies are as important in our 
economy as Government expenditure policies. Events of the 
last few years have proved that our economy can grow and 
prosper, and that employment, production and incomes can 
increase, at the same time that individuals and businesses 
are paying taxes which are high by pre-war standards. How 
ever, taxes can and do have an important effect upon business 
conditions and economic activity. It should be our constant 
objective to improve our tax system so that the required 
revenues can be obtained without impairing the private 
initiative and enterprise essential to continued economic 
growth. 

We should always keep in mind that the maintenance of 
a sound fiscal position on the part of the Government is a 
long-range matter. Nothing could be more foolhardy than 
to attempt to bring about a balanced budget in 1951 by 
measures that would make it impossible to maintain a bal- 
anced budget in the following years. 

Third, as to changes in the tax laws. 

If, over the next few years, we hold expenditures to the 
minimum necessary levels and at the same time follow 
policies which contribute to stable economic growth, we 
can look forward to steady progress toward a balanced 
budget. Nevertheless, we should not rely only upon budg- 
etary economy and upon economic expansion to produce a 
balanced budget. We should accelerate the attainment of 
this objective by changes in the tax laws. Drastic increases 
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in tax rates, just as in the case of drastic cuts in essential 
expenditures, might prove to be self-defeating. Our primary 
objective should be to improve and strengthen our revenue 
system for the long run. 

Under these circumstances, I am now recommending a 
number of important revisions in our present tax system, to 
reduce present inequities, to stimulate business activity, and 
to yield about one billion dollars in net additional revenue. 

In making changes in the tax laws, we should be sure 
they move toward, and not away from, the major principals 
of a good tax system. Our tax structure should recognize 
differences in ability to pay, it should provide incentives to 
new undertakings and the expansion of existing businesses, 
it should support the objective of increasing opportunities for 
all our citizens to obtain a better standard of living, and it 
should rigidly exclude unfairness or favoritism. 

Over the years, we have made important progress in build- 
ing a yood tax system. However, much remains to be done. 
There is need further to improve the distribution of the tax 
load to make it conform better with tax-paying ability. 
There is need to reduce taxes which burden consumption 
and handicap particular businesses. Moreover, we should 
eliminate tax loopholes which enable some few to escape 
their share of the cost of Government at the expense of the 
rest of the American people. 

Many of the important and desirable tax revisions which 
should be made must be postponed until the budget situ- 
ation improves. Nevertheless, a number of those steps can 
and should be taken now. 

First, | recommend that excise taxes be reduced to the 
extent, and only to the extent, that the resulting loss in 
revenue is replaced by revenue obtained from closing loop- 
holes in the present tax laws. 

‘The excise taxes are still at substantially their wartime 
levels, Some are depressing certain lines of business. Some 
burden consumption and fall with particular weight on 
low-income groups. Still others add to the cost of living by 
increasing business costs. 

Since we are limited in the amount of reduction we can 
now afford, we should choose for reduction those taxes 
which have the most undesirable effects. I believe that re- 
ductions are most urgently needed in the excise taxes on 
transportation of property, transportation of persons, long- 
distance telephone and telegraph communications, and the 
entire group of retail excises, including such items as toilet 
preparations, luggage, and handbags. 

FurTHER Cuts ENvisioneD 

lt these revisions are made, we will have reduced the most 
serious inequities of our present excise taxes. We should 
go further just as quickly as budgetary conditions permit. 
At present, however, we should reduce excises only to the 
extent that the loss in revenue can be recouped by eliminat- 
ing the tax loopholes which now permit some groups to 
escape their fair share of taxation. 

‘he continued escape of privileged groups from taxation 
violates the fundamental democratic principle of fair treat- 
ment for all, and undermines public confidence in the tax 
system. While few of these loopholes by themselves involve 
major revenue losses, collectively they result in the loss of 
many hundreds of millions of dollars every year. 

1 wish to call the attention of the Congress to the more 
important of these loopholes. While some of them are of 
ong standing, their injustice has been aggravated as the 
taxes assessed against the rest of the population have been 
increased. A tax concession to a favored few is always un- 
fair, but it becomes a gross injustice against the rest of the 
population when tax rates are high. ‘The case for the elimi- 


nation of these inequities would be strong even if there 
were no need for replacement revenue. It is compelling 
when excise relief depends on it. 


I know of no loophole in the tax laws so inequitable as 
the excessive depletion exemptions now enjoyed by oil and 
mining interests. 

Under these exemptions, large percentages of the income 
from oil and mining properties escape taxation year after 
year. Owners of mines and oil wells are permitted, after 
deducting all costs of doing business, to exclude from tax- 
ation on account of depletion as much as half of their net 
income. In the case of ordinary businesses, investment in 
physical assets is recovered tax-free through depreciation 
deductions. When the original investment has been recov- 
ered, a depreciation deduction is no longer allowed under 
the tax laws. In the case of oil and mining businesses, 
however, the depletion exemption goes on and on, year after 
year, even though the original investment in the property 
has already been recovered tax free, not once but many 
times over. 


Oi anv Mine Exemptions Hit 


Originally introduced as a moderate measure to stimu- 
late essential production in the first World War, this special 
treatment has been extended during later years. At the 
present time, these exemptions, together with another pref- 
erential provision which permits oil-well investment costs 
to be immediately deducted from income regardless of source, 
are allowing individuals to build up vast fortunes, with 
little more than token contributions to tax revenues. 


For example, during the five years, 1943 to 1947, during 
which it was necessary to collect an income tax from people 
earning less than $20 a week, one oil operator was able, 
because of these loopholes, to develop properties yielding 
nearly $5,000,000 in a single year without payment of any 
income tax. In addition to escaping the payment of tax on 
his large income from oil operations, he was also able through 
the use of his oil tax exemptions to escape payment of tax 
on most of his income from other sources. For the five 
years, his income taxes totaled less than $100,000, although 
his income from non-oil sources alone average almost 
$1,000,000 each year. 

This is a shocking example of how present tax loopholes 
permit a few to gain enormous wealth without paying their 
fair share of taxes. 

I am well aware that these tax privileges are sometimes 
defended on the grounds that they encourage the produc- 
tion of strategic minerals. It is true that we wish to en- 
courage such production. But the tax bounties distributed 
under present law bear only a haphazard relationship to 
our real need for proper incentives to encourage the ex- 
ploration, development and conservation of our mineral re- 
sources. A forward-looking resources program does not 
require that we give hundreds of millions of dollars annu- 
ally in tax exemptions to a favored few at the expense of 
the many. 

Some tax loopholes have also been developed through the 
abuse of the tax exemption accorded educational and chari- 
table organizations. It has properly been the policy of the 
Federal Government since the beginning of the income tax 
to encourage the development of these organizations. ‘That 
policy should not be changed. But the few glaring abuses 
of the tax exemption privilege should be stopped. 

Responsible educational leaders share in the concern about 
the fact that an exemption intended to protect educational 
activities has been misused in a few instances to gain com- 
petitive advantage over private enterprise through the con- 
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duct of business and industrial operations entirely unrelated 
to educational activities. 


Trust Funps As a CLOAK 


There are also instances where the exemption accorded 
charitable trust funds has been used as a cloak for specula- 
tive business ventures, and the funds intended for charitable 
purposes, buttressed by tax exemption, have been used to 
acquire or retain control over a wide variety of industrial 
enterprises. 

These and other unintended advantages can and should 
be removed without jeopardizing the basic purposes of those 
organizations which should rightly be aided by tax exemp- 
tion. 

A problem exists also with respect to life insurance com- 
panies. The tax laws have always accorded favorable treat- 
ment to the income received by individuals from life insur- 
ance policies and have made special provision for the tax- 
ation of life insurance companies. As a result of a quirk in 
the present law, however, life insurance companies have 
unintentionally been relieved of income taxes since 1946. 
This anomalous situation has meant that neither the com- 
panies nor their policy holders have paid taxes on more than 
$1.5 billion of investment income per year, derived from 
productive assets worth about $60 billion. 

I understand that the Committee on Ways and Means 
of the House of Representatives already has undertaken to 
correct this situation for the past years. I urge that steps 
also be taken to develop a permanent system for the tax- 
ation of life insurance companies which will remove the 
inequities of under-taxation in this field without impairing 
the ability of individuals to acquire life insurance protection. 


Firm Device Scorep 


In addition to the tax loopholes I have described, there 
are a number of others which also represent inequities and 
should be closed. Most of these permit individuals, by one 
device or another, to take unfair advantage of the difference 
between the tax rates on ordinary income and the lower 
tax rates on capital gains. As one example, under present 
law producers of motion pictures, and their star players, 
have attempted to avoid taxes by creating temporary cor- 
porations which are dissolved after making one film. By 
this device, their income from making the film, which ought 
to be taxed at the individual income tax rates, would be 
taxed only at the capital gains rate. ‘Thus, they might escape 
as much as two-thirds of the tax they should pay. 

All these loopholes have been under joint study by the 
Treasury Department and the staff of the Congressional 
Joint Committee on internal revenue taxation. A practical 
program which would go far toward closing these loopholes 
can be enacted during the present session of the Congress. 
This would be a substantial step toward increasing the 
fairness of our tax system, and should add several hundred 
million dollars to its yield—sufficient revenue to permit 
substantial excise tax reduction where it is most urgently 
needed. 

I wish to make it very clear that 1 could not approve 
excise tax reductions unless they were accompanied by pro- 
vision for replacement of the revenue lost, because I am 
convinced that sound fiscal policy will not permit a weaken- 
ing of our tax system at this time. Under present conditions, 
we cannot afford to reduce excise taxes first, in the hope 
that action will be taken later to make up for the loss in 
revenue. 


To Revise Estate AND Girt TAXES 
Second, I recommend that the Congress enact legislation 
to provide $1 billion in additional revenue, by revising and 









improving the estate and gift tax and the corporation tax 
laws. I believe that, under present economic conditions, 
this amount of additional revenue represents a proper bal- 
ance between the objective of balancing the budget as soon 
as possible and the objective of coordinating tax adjustments 
with the requirements of continued prosperity. 

A substantial part of the additional revenue should be 
obtained from revision of the estate and gift tax laws. 

The Revenue Act of 1948 reduced the yield of the estate 
and gift taxes by one-third, or nearly $300 million. Even 
before that act, estate and gift tax yields were out of line 
with other revenues, and that act made the situation worse. 

In originally enacting the estate tax in 1916, the Congress 
pointed out that “our revenue system should be more evenly 
and equitably balanced” and that a “larger portion of our 
necessary revenues” should be collected from the “inherit- 
ances of those deriving most protection from the Govern- 
ment.” QOur estate and gift tax laws at present fall far 
short of this objective. They now produce less than 2 per 
cent of internal revenues, compared with 7 per cent ten 
years ago. To the extent that these taxes remain too low, 
the remainder of our tax structure must bear a dispropor- 
tionate load. The low yield from the estate and gift taxes 
due to serious weaknesses in the present law. 

These weaknesses include excessive exemptions, unduly 
low effective rates on most estates, and the fact that the 
law as written favors large estates over smaller ones, and 
leaves substantial amounts of wealth completely beyond the 
reach of the tax laws. Large fortunes may be transmitted 
from one generation to another free of estate or gift tax 
through the use of life estates. By these means, vast ac- 
cumulations of wealth may completely escape tax over sev- 
eral generations. 

Furthermore, the present law affords excessive opportu- 
nities for tax reduction by splitting between the gift and 
estates taxes the total amount of wealth transferred by an 
individual. This makes the tax liability depend, not upon 
the amount of wealth which an individual leaves to his 
family but upon the manner in which he arranges the dis- 
position of his wealth. If a man leaves his estate of $300,- 
000 at death, one-half to his wife and one-half to his three 
children, an estate tax of $17,500 must be paid. If his 
equally well-to-do neighbor gives away $180,000 to his 
wife and three children over a five-year period and leaves 
them the other $120,000 at death, no estate or gift tax 
whatever is paid. This difference in tax, whether it depends 
upon fortuitous circumstances or the caliber of legal counsel, 
is obviously unwarranted. 

To strengthen the estate and gift tax laws, several steps 
are necessary. The laws concerning the taxation of transfers 
by gift and by bequest, by outright disposition and through 
life estates, need to be coordinated to provide uniform treat- 
ment and a base for more effective taxation. In addition, 
the present exemptions should be reduced and the rates 
should be revised. ‘These changes will not only bring in 
more revenue, but they will also improve the fairness of the 
estate and gift tax laws and bring these taxes nearer to 
their proper long-term place in our tax system. 


For CorporRATION TAX INCREASE 


The rest of the additional revenue should be obtained 
from adjustments in the corporation income tax. At the 


same time, certain improvements should be made in this tax. 

I recommend a moderate increase in the tax rate appli- 
cable to that part of a corporation’s income which is in ex- 
cess of $50,000. At the same time, I recommend that the 
tax rate on corporate income between $25,000 and $50,000, 
which is now taxed at the excessively high “notch” rate of 
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53 per cent, be reduced to the same rate that applies above 
$50,000. 

‘These changes in the tax rate structure would go far 
toward removing the handicaps which the present law places 
upon the expansion of small corporations. ‘The removal of 
the excessive “notch” rate would reduce the taxes paid by 
medium-sized corporations whose continued growth is so 
essential to the dynamic expansion of our economy. ‘The 
existing favorable tax rates for small corporations with 
incomes below $25,000 would be retained. The tax increase 
would be confined to less than one-tenth of all corporations. 

Furthermore, | recommend that the loss carry-forward 
provision be extended from two to five years to provide 
more scope for offsetting losses of bad years against profits 
of subsequent years. This extension will give increased in- 
centive to business investment affected by uncertain profit 
expectations. It will be particularly helpful to new  busi- 
ness which, under the present provision permitting losses to 
be carried forward only two years, may be required to pay 
taxes over a period of several years during which they actu- 
ally suffer a net loss. 

At the same time that we make these changes in the tax 
laws to stimulate investment at home, we should make cer- 
tain changes in the tax laws concerning income derived 
trom foreign investments and personal services abroad. This 
would provide significant support to our efforts to extend 
financial and technical assistance to under-developed regions 
of the world. 

‘To Aw INvEsSTMENT ABROAD 


Among the steps which should be taken at this time are 
to postpone the tax on corporate income earned abroad until 


it is brought home, to extend and generalize the present 
credit for taxes paid abroad, and to liberalize the foreign 
residence requirement for exemption of income earned 
abroad. These changes, together with the safeguards for 
our investors which we are in the process of negotiating 
with foreign governments, will provide real stimulation for 
the expansion of United States investment abroad. 

The ‘tax program I am recommending is designed to 
strengthen our tax system so that it will yield revenues 
sufficient to balance expenditures as they are further reduced 
over the next several years and to provide some surplus 
for debt reduction. Because of the time lag in collecting 
taxes after their enactment, these recommendations will not 
result in any substantial increase in receipts in the fiscal 
year 1951, but they will result in larger revenues in subse- 
quent years and, at the same time, substantially improve the 
structure of our tax system for the long run. 

A sharp increase in taxes under present economic condi- 
tions would be unwise. However, in line with the policy 
of gearing changes in revenue laws to the needs of our 
economy, | would not hesitate, if strong inflationary or de- 
flationary forces should appear, to support the use of all 
measures necessary to meet the situation, including more 
pronounced adjustment of tax rates upward or downward, 
as the case might be. 

We have come through the war and a difficult transition 
period with the financial strength of our Government main- 
tained and an economy producing far above pre-war levels. 
We should continuously seek to sustain and improve these 
indispensable foundations for progress. 

The tax program I am recommending is an important 
and necessary means to that end. 


Businessmen Must Face the Facts 


CONSTRUCTIVE AND POSITIVE LEADERSHIP IN DEMOCRACY 
By LEONARD W. TRESTER, Chairman, Committee on Advertising, Chamber of Commerce of the United States and 
Director of Public Policy, General Outdoor Advertising Company, Inc., Washington, D. C. 
Delivered at the Lions’ Club, Madison, Virginia, December 13, 1949 


HINGS seem to change so gradually about us that we 
are all inclined to forget that we are living in a dif- 
In the 


ferent world from the one we were born into. 
of us in this room we have seen the air- 


lifetime of many 

plane, the radio, the telephone, the automobile and refriger- 
ator, to mention only a few items, come into existence and 
be sold into mass consumption. 

The accomplishments—the progress—in the period ot our 
lifetimes has been amazing. If you are forty-three years old, 
you have lived one-fourth of our national history. Yes, think 
of it, the Declaration of Independence was signed only 173 
years ago. How our progress has accelerated from the 
isolated agrarian economy of that day to the present time, 
particularly in the period of our own lifetime. The physical 
changes we have seen stagger the imagination. 

But it is more of the subtler changes in our way of life 
that 1 want to speak. Sixty years ago 80° of our people 
lived on farms or in rural areas, Today 90° of our people 
live on 1% of the land in the United States. Less than one 
person in five lives on a farm and this ratio is decreasing 
every year. One-third of our farms produce four-fifths ot 
all of our agricultural production—all we will need after 
the world feeding problem is solved by a few good European 
harvests. 


In the past those living on farms were largely self-con- 
tained. Most owned their own property. They ate the 
fruits of their labors and they spun their own cloth and 
made their own raiment. The basic necessities of life, how- 
ever meagre, were assured by that kind of existence. In 
the trading areas business was largely local. Drugs and 
soap, two generations ago, were brought in from regional 
manufacturers to some extent. But most of what was sold 
locally was made in town. 

Looking back across the years, consider also the problem 
of health. In those days we did not live so long. But that 
was before the day of the specialist. The poor were cared 
for by private agencies, supported by that out-moded indi- 
vidual whom the income tax has killed, the philanthropist, 
or by local governments. But the people of modest means 
had a family doctor who charged on the basis of ability to 
pay. Expensive specialist, hospital and diagnostic services 
were unknown. A bad disease was more likely to mean death 
in those days but not so likely to spell years of working off 
debt. 

Wave upon wave of immigrants were only too glad to 
take the jobs at the bottom of the ladder, which represented 
such an improvement over their lot abroad. The immigrant 
saved and worked for the day when he or his sons might 
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climb the ladder and open a small shop and, as the sociolo- 
gists like to say, become assimilated to America. 

The opportunities of yesterday have not disappeared by 
any means. The Congress of Industry of the National As- 
sociation of Manufacturers saw only last week a skit of a 
displaced person who, coming to these shores two years ago, 
had borrowed $2,000 and set up a busisness which has already 
grossed $400,000. 

But the fact that freedom of opportunity abounds here 
as it does nowhere else on earth—the fact that even the 
poor of our day enjoy luxuries unknown even to our grand- 
father and envied by the other peoples of the earth—all of 
this, I say, should not blind us to the climate in which we 
live. 

We live in a time when half of the people of this country 
do not even own their own homes and one in five do not 
own their own furniture, even. Thanks to union restric- 
tions, the interdependence of the economy, Government 
regulations and al] the rest, most are thrown out of work 
only when it is equally impossible for them to get jobs in 
the same line somewhere else. In two out of five homes 
mother goes to work along with dad and brings home at 
least 25% of the family income. In these very homes serv- 
ants are out of the question because of the cost of human 
labor, so the children are left to roam the streets. Serious 
illness can throw the budget out of whack for years to come. 

Well over one-third of the people who now populate this 
country cannot remember the period before the depression 
of 1929. They remember the long decade when it was not 
unusual for one out of every four breadwinners to be tramp- 
ing the streets. ‘They remember the period when N.Y.A. or 
C.C.C. actually represented an opportunity for the youth 
trying to get a foothold. They have known the insecurity 
of the war that followed. They, like all the rest of us, know 
the insecurity of another threat of war, which may well be 
beyond our control to do anything about, and the fact that 
we may all be blown to smithereens at any moment, but 
they are too young to have developed a philosophical attitude 
toward these contingencies. 

Another fact that we must face is that the day in which 
we live is not necessarily one in which enterprise, initiative, 
incentive and perserverance are the royal road to success. 
Without capital, even the most outstanding, personable and 
hard-working folks cannot hope to succeed, except over a 
very long pull. The hand lathe cannot compete with the 
electric one. Keeping accounts by hand cannot be done so 
quickly as with the adding machine. Long-hand cannot keep 
up with a typewriter. Sometimes I wonder whether we do 
not have too much rather than too little rugged individualism 
in our great country, when I consider that one of every three 
businesses that opens in a normal year is bankrupt within the 
next two. 

Less than 25% of all retail stores in this country have 
more than two employees. There is one retail store for every 
25 families. Three out of five retail stores gross less than 
$33 a day. Forty per cent of all stores are run by proprietors 
alone or with the unpaid help of their families. 

Let us face the facts. There are insecurities in our day 
unknown in the times of our fathers. Acts of God could 
cause us in a simpler and earlier day to have to tighten our 
belts and work harder. But the individual was not at the 
mercy of man-made systems, union restrictions and all the 
rest, over which he as one individual has little control and 
which can deny him not only a livelihood but also his birth- 
right as a man—pride of accomplishment and the right to 
spend himself in his work. 

If the best our generation can offer is to say that those 
who long for security can find it in prison, then perhaps it 
is we who belong there. It is for us, out of our years of 
business background, to provide some guidance, some con- 






structive and positive leadership—it our philosophy is as 
sound as we proclaim it to be. 

In spite of the longing for security, it should encourage 
us to know that a nation-wide survey of college graduating 
classes found these youngsters rate “opportunity for ad- 
vancement” as the first prerequisite of a good job, although 
high school kids listed it third. But surveys also show that 
most of those going to work for the first time are not so 
much interested in risking a connection which gives them a 
chance of cleaning up financially, early in the game, as they 
are in a steady job with gradual advancement. This is what 
they mean by opportunity to advance in business or the pro- 
fession, not taking a roller-coaster ride. 

Is security so bad, when it has raised the home ownership 
figures from 35% two years ago to nearly.50% today? And 
most of the owners earn less than $300 a month and are 
under 35. Maybe security is to our sons pretty much what 
our fathers meant when they talked about thrift. 

Is security so bad when it impels people to study for selt 
advancement? One out of every five adults is taking some 
sort of educational course—extension, night school and the 
like. One-third of all loans made by personal finance com- 
panies under $500 are for training for self-improvement. 
That is what most of us have preached to our youngster 
and younger employees, but we talk about it under the name 
of opportunity. 

You and |, my friends, must find the answer to this great 
interest, longing, desire, or what have you, for security, un- 
less business is to lose not only its profits but it power and 
prerogatives for leadership. 

Our youth are looking to the Government for solutions, 
because whatever else may be said of its panaceas, the Gov- 
ernment’s obsession with this problem, for political reasons, 
I grant you, has been apparent and it cannot be said that 
their proposed solutions, however much they lacked in prac- 
ticality, have been short in imagination. 

In our youth—yours and mine—nobody expected business, 
Government or any one else to look after the people. As I 
have pointed out, conditions were different—there was no 
need for it on a widespread scale. The businessman-philan- 
thropist plus local Governments could more than cope with 
the problems, 

In those days it was the accepted function of business to 
make a profit. Nobody but crackpots questioned that. And 
the better profit the company made, provided it came by it 
ethically, the more respected and successful it was. 

Today, however, business has no choice but “to assume 
the responsibilities for increasing all the human satisfactions 
of the group with which it is associated,” as Dean Donald 
David of Harvard puts it. 

The reason is that business management as a group is 
just as much in competition for the loyalties of the public as 
the individual businessman is in competition with those in 
his same line. 

We live in a day of big labor unions, big Government 
and big business—all competing for public favor. ‘The Fed- 
eral Government and the national labor unions are today 
primarily public relations agencies. In its national health 
programs, in its housing projects, its electric power develop- 
ments, they are saying in effect that it can distribute human 
satisfactions more adequately to more people at less cost 
than private business. It is advertising its merits through 
every channel of communications. The national labor or- 
ganizations recognize the magic of being in favor of the good 
ends of life and stress their ability to provide, with the aid 
of a friendly Government, more of the good things of life— 
a larger share of them—to their members. Labor and acri- 
cultural groups, depending on the individual dues of millions 
of members, have long realized the public relations secret 
of interpreting themselves, their motives and their objectives 
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in terms of basic human aspirations. Business, on the other 
hand, has been the only factor so busy in producing the good 
things of lite that it has not had time to win the battles of 
public opinion and so is gradually losing its right to dis- 
tribute what it produces. As Government gains ever more 
control over the distribution of what it does not produce— 
housing, health benefits; food, electric power—business faces 
the prospect of becoming the contractor for a Government 
which will decide what shall be produced, by whom and in 
what quantities, for what price and how it shall be dis- 
tributed. 

As one industry or protession is taken over after another, 
the tax burden on the remainder—the shrinking free segment 
ot our becomes ever greater, not only because it 
reduced but also because it must pay the 
subsidies which allow Government to sustain the illusion of 
greater ethciency, increased distribution and lower costs in 
the nationalized industries. 

We are far down the road to socialism already, so far 
along that some of my friends who have studied the problem 
doubt whether the tide can ever be completely turned. | 
am not that pessimistic, but it is going to take not only 
herculean eftorts but sustained work on the part of us in 
business to reverse the trend, that I do recognize. 

‘Today, fourteen million persons, one family head in six 
receive (government checks regularly. One out of four aged 
people in this country are on the public assistance rolls. The 
amount spent for Gsovernment relief, in payments to indi- 
viduals in this country last year, was 250° of the aggregate 
amount of dividends paid by all U. S. corporations. The 
Government paid out $65,000,000 in Aroostook County, 
Maine, alone last year to hold up potato prices; as a result 
pickers’ earnings averaged between $20 and $25 a day. Six 
out of every 100 breadwinners in the United States work 
directly for the Federal Government. ‘The Government will 
operate in the red next year to the tune of $7,500,000,000 
assuming the most properous sort of conditions. 

The Federal Government now costs $100,000,000 a day. 

Here is the sort of thing it is doing with that money: 

The Government owns 314 typewriters for each stenog- 
rapher or typist on its payrolls. 

If you apply to certain Federal agencies for a job, your 
application is processed through more than 100 different 
stapes, 

In Washington 
1485 press agents 
legal assistants. 

The U. S. Government has 45 


economy 
is numerically 


the U. S. 


2.650 botanists 


alone, Government employs 


and 5,725 lawyers and 


separate lederal offices 
dealing with housing, 
More than 530 lederal offices are located in Chicago 
alone. 


‘Voday the average person must put in 61 working days 
to pay his taxes. If the Administration program carries, he 
will have to devote the earnings of 81 days work to this 
purpose. ‘The bill for taxes will absorb between 75 and 85% 
ot all the savings of the people. 

Our Federal debt is $250,00Q,000,000 or more than all 
the capital assets in the country, and equivalent to $6,297 
per family. 

The Federal budget itself is a document of 1,670 pages 
from which it is a practical impossibility to determine the 
real cost of any activities of Government. These pages are 
in fine type, almost impossible to read, let alone interpret. 
For instance one item in the Veterans’ Administration is a 
and expenses $848,897,000." On 
¢ same budget is a similar short item for 
and bicvele allowance—$42. 

The cost of the application of the so-called Brannan Plan 
to milk alone is estimated at $2,000,000,000 by the Ameri- 
can Farm Bureau Federation. . 


single line—‘‘Salaries 
another page in tl 


cartare 





In addition to the 17,000,000 persons receiving payments 
direct from the Federal Treasury, there are millions bene- 
fiting indirectly from approximately $25,000,000,000 flow- 
ing annually from the Federal Government to business 
through subsidies, purchases, construction contracts and other 
expenditures. 

Since the war there have been 23 programs for siphoning 
off American money, materiel and credit overseas and by 
last July the total value of our foreign assistance was already 
$35,000,000,000. To this figure should be added another 
$7- or $8,000,000,000 in usuable military equipment left 
behind in Europe. 

18 cents out of every tax dollar you pay goes to foreign 
aid programs—-35 cents for defense and 15 cents for interest 
on the debt. 

Interest alone is now more than the total cost of the Fed- 
eral Government in 1933. 

Hiring of Government employees is increasing daily. 
150,000 will be taken on for the census. Roughly 50,000 
full-time permanent new employees were authorized by the 
last Congress. 

Let's take a closer look at this subject of taxes. In 1914, 
when the income tax bill was passed with a maximum rate 
of 1%, some cautious Nellies wanted to put a ceiling of 
5% on by constitutional amendment. They were assured, 
however, that this was asinine since it was said no one in 
his right mind could even contemplate the tax ris‘ng that 
high. 

‘Today one-third of the cost of the average item the con- 
sumer buys goes to taxes. More than 60% of the cost of 
cigarettes goes to taxes. Corporation taxes have increased 
1,000°% since 1932. Well over 100,000 units—Government- 
owned corporations, cooperatives and unions included—are 
escaping much more than $1,000,000,000 in tax liability, 522 
hidden taxes take one-third of the cost of a $10,000 home, 
for which so many of our people are saving and scrimping. 
There are 116 tax items added to the average store-bought 
suit of clothing. But we can all take comfort in the thought 
that there is no Federal tax on coffins, unless the Govern- 
ment leaves us enough to buy one costing more than $100. 

Seriously, the hour is late, the situation is alarming. But 
I for one do not expect it to be solved by merely reciting the 
facts and figures or by a long harangue on taxes. Our peo- 
ple want stability; our youth cannot for the most part be- 
cause of their inexperience see clearly the road down which 
we are traveling. Even though they can grasp perhaps the 
tangible, financial cost, but not the spiritual cost in terms 
of lost liberties. 1 believe from my own observations, backed 
up by many researches, that there are great numbers of 
people in this country who would prefer to pay staggering 
taxes in exchange for a relatively stable existence, without 
too many ups-and-downs over which they individually have 
no control. Who, indeed, would not rather bring his chil- 
dren up on a modest salary, than in luxury one year and 
perhaps extreme poverty the next? 1929, when ruined for- 
tunes, suicides, breadlines and foreclosed mortgages went 
hand-in-hand is an experience deeply etched into the con- 
sciousness of even the youngest. 

The paradox of our situation is that even under a great 
tax load, business has demonstrated, with little help from 
many Administration prophets of gloom and catastrophe, 
that it is the great economic stabilizing factor in our economy. 

But business has failed to do a public relations job like its 
competitors in the arena of public opinion. Business has 
failed to sell itself. At the very time it has sold its tangible 
products and wares, it has allowed its competition to steal 
a long march in the ultimate control of distribution of these 
good things of life. 

The problem, oddly enough, is not one of business ability 
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to produce the most human benefits or to produce them most 
efficiently nor even to stabilize the economy although sorely 


harassed by government and organized labor. That has 
already been accomplished. 

Therefore, it is obviously not enough that we in business 
do an efficient job of reducing costs, providing jobs, im- 
proving quality or expanding distribution. 

Unless these oenefits of business are interpreted and 
understood, it is clear that the public will favor those pro- 
grams which the politicians promise, even though they as 
taxpayers must share the burden of paying for them. 

National advertising can do a lot to educate the public 
about the economic benefits of business, just as it has made 
those benefits possible. But business management, unlike 
labor, agriculture and a Government administration, suffers 
from the handicap that it cannot speak with a united voice 
because the very system which it seeks to preserve is com- 
petitive. Nor would it help matters much if business could 
speak with one voice because people would still judge busi- 
ness in general by the actions and words of the individual 
businesses which they know. The problem, as we have seen, 
is not primarily a rational one which can be answered by 
rational arguments and demonstrated proof, or the problem 
would not continue to exist. The problem is emotional or 
psychological. 

There just are not enough people in this country either 
who are enough interested in the viewpoint of business man- 
agement per se to give it fair hearing or to support that 
viewpoint, merely because it would preserve power, preroga- 
tives or profits of business. Therefore, it becomes obvious 
that business can only win public support by identifying 
itself with the interest of people in general. 

How to do this? The answer is that a lot of little things 
go to make a good sale. Public relations is looking after the 
details. The place to make the sale—the people we can in- 
fluence most—are our employees whom we see every day. 

In selling the principle of free enterprise, we should 
realize that in the past too many of us have been too auto- 
cratic and authoritarian in our management of people. We 
must more and more realize the importance of dealing with 
people as individuals rather than treating them as a mass. 
This means giving people an opportunity for advancement, 
a chance to ask questions about how the company’s plans 
will affect their jobs, and giving them specific information 
about their work. 

Specifically, we should not get into too much detail in 
trying to run our stores or businesses. We should give each 
employee broad latitude to use his own common sense and 
imagination in trying to develop the best techniques of sell- 
ing, taking inventory, or whatever. Maybe he can teach us 
something if we don’t sap his initiative. 

All employees should have a chance to discuss policy with 
us individually and in a group meeting from time to time. 
We can then tell them why things are done as they are; 


and get the benefits of their observations as to how they 
might be done more efficiently and economically. 

We should not go in for general pay raises where they 
can be avoided. People enjoy knowing they have earned a 
raise, rather than that it is something forced upon the em- 
ployer or at any rate, automatically. Periodically, we should 
review with employees why they are or are not getting raises. 
And we should be specific about it. 

We should try to treat all workers as equals not in pro- 
ficiency at the job (that would be silly) but in basic privi- 
leges, such as vacations, sick leave and so on. 

Consider trying to keep rules down to a minimum. In- 
stead of posting signs such as “Do Not Run Up the Stairs— 
J. C. Scrooge,” why not get a cartoon drawn, with a comic 
figure saying “Don’t be a Dope You May Slip and Fall.” 

Instead of prohibiting smoking on working hours alto- 
gether and having your people constantly slipping out the 
back door, why not suggest they come up with some practical 
rules as to how smoking can be handled without offending 
customers or slowing up the work. You'll probably find you 
have less smoking in the end that way and the rules will be 
stricter than your past enforcement of an outright ban. 

Have chats with new employees frequently. Not only 
will this get them to pull on the team and feel the job is 
worthwhile but a fresh eye can see a lot of things about any 
of our businesses which we don’t recognize. 

Before you start telling your customers or suppliers about 
some new development in the business, be sure to cover your 
employees. They can help spread the word, and they will 
in a negative sort of way if they are confronted with such 
information by the wife who has heard it somewhere before 
they are “in the know.” 

Take them into your confidence, so far as possible, about 
earnings, the cost of your investment and how much is 
needed to maintain your place of business in proper condi- 
tion. If you don’t do this, chances are they think you're 
taking a lot more out than you really get and that if you 
weren't such a skinflint you would give them a better Christ- 
mas bonus and substantial raise. 

These are just a few hints on how to run a business on 
democratic principles. The reason for doing it is that it is 
the most satisfactory, ultimately the most profitable and 
always the most human way of managing men. 

As we learn this, we will be doing the most important 
job that business must learn to survive. Simple as it seems, 
difficult as it is, day by day, this is the great challenge facing 
all of us if we are to pull our oar in the race for under- 
standing ahead. As H. G. Wells once said, “The situation 
in America is a race between understanding and catastrophe.” 
May you and I do our part to advance understanding. Then 
and only then, can business move forward with a strong 
and active faith and devote its entire energies to realizing 
that higher standard of living for everyone which is nearly 
within our grasp. 


Responsible State Governments 


INTERSTATE COOPERATION BETTER THAN BIG GOVERNMENT IN WASHINGTON 
By ALFRED E. DRISCOLL, Gowernor of New Jersey 


Delivered at Inaugural Ceremonies of the Governor, Trenton, New Jersey, January 17, 1950 


R. President, Mr. Speaker, members of the legisla- 
ture, we have been given a unique opportunity to 
complete the tasks we have undertaken together 

during the past three momentous years. I propose that we 
proceed to do so at once. 


As we review even a small portion of the record of the 
immediate past—a new constitution; a strong, capable, inde- 
pendent judiciary—the keystone of our republican form of 
government ; the effective division of powers among the three 
branches of State government; executive reorganization; 
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greater legislative responsibility; one first-class citizenship, 
based upon a constitutional guaranty that recognizes the 
(Jod-given dignity of mankind; our faith in and respect for 
our fellow citizens should strengthen and renew our deter- 
mination to serve them faithfully and constructively. 

kor my part, as I resume my duties, neither time nor 
tamiliarity with the great office of Governor of New Jersey 
has lessened my abiding sense of the responsibility that is 
ours, 

It is appropriate that the establishment of a new precedent, 
the continuation of a governor beyond a single term, should 
occur in a year that marks the half-way point in the twentieth 
century. In the first half of our productive, turbulent, and 
frequently terrifying century, we have achieved greater tech- 
nological, industrial, and personal gains than were achieved 
in all previously recorded history. And yet, in this same 
period of time, we have come closer to losing our very souls 
than at any time since the Dark Ages. 

Within the half-century, mass production became an 
\merican achievement—even a fetish. Early in 1901 a 
startled American populace received word that a billion- 
dollar corporation had been formed in New Jersey. The 
race to be the biggest and the richest was on in earnest. Big 
corporations were to be followed by big unions and big 
government. In fact, bigness was to become a center of con- 
troversy, frequently more violent than thoughtful. 

The events of the first 50 years stimulated the organiza- 
tion of the group interest mentioned in my message to the 
legislature 3 years ago. ‘These same events promoted cen- 
tralized authority upon the theory expressed by Woodrow 
Wilson in his inaugural address as Governor, that we cannot 
“pit power against weakness.” As our society became more 
complex, the individual became more dependent upon the 
activities of his fellows, and new methods were sought to 
overcome his growing feeling of insecurity. By the same 
token, the task of government became more complex, yet 
there was no planning to meet complexity. We moved into a 
period of government by crisis. The National Government 
issumed to undertake new services of great social and eco- 
nomic significance, but was unwilling to recognize the con- 
sequences of its assumption of vast centralized power. 

Our whole world has changed in the last 50 years. The 
hig Government that has grown from year to year to meet 
the challenge of big wars, big depressions, and to provide 
yreater security, contains the elements of insecurity. 

In our search for freedom, and in our defense of it, we 
have come close to losing freedom. Despite our efforts to 
achieve security, we are not yet secure. 

Our mastery of the art of government and our ability to 
govern ourselves and our world have lagged far behind the 
technological and materialistic advances that have come to 
us during the first half of the twentieth century. 

We are gradually learning that while objectives are im- 
portant, methods are equally important. The methods em- 
ployed in countries to achieve security actually 
prevented the people of those countries from attaining their 
objectives. Furthermore, freedom was lost. The methods to 
which I refer resulted first in a centralization of the gov- 
ernment and finally in its ultimate destruction. 

In its report to the Congress of the United States, the 
Hoover Commission on Organization of the Executive 
Branch ot the Government asked two pertinent questions: 

“1. How can the American type of democracy—a democ- 
racy based on individual liberty and extensive citizen par- 
ticipation in and control of government—be maintained and 
strengthened ? 

“2. At the same time, how shall government provide the 
services which people increasingly demand and which are 
necessary for the general welfare?” 


some 


The Hoover Commission recommended that the func- 
tions and activities of government be appraised to determine 
which can be most advantageously operated by the various 
levels of government and which require joint policy making, 
financing, and administration. The Commission proposed 
that our tax systems—‘National, State, and local—be gen- 
erally revised and that, in this revision, every possible effort 
be made to leave to the localities and the States adequate 
resources from which to raise revenue to meet the duties and 
responsibilities of local and State government.” 

The Commission urged “that the grant-in-aid plan and 
program be clarified and systematized.’”’ The Commission 
states in its report that to accomplish these recommendations 
in an orderly and adequate manner a continuing agency on 
Federal-State relations should be created. 

In our efforts to secure an orderly, responsive, economical! 
government, these recommendations are vitally important to 
all of us. It is my hope that the recommendations of the 
Hoover Commission will be adopted. I recommend that 
appropriate steps be taken by you to memorialize Congress 
to adopt the recommendations of the Hoover Commission as 
quickly as possible. 

The urgency of these proposals is to be found in the fact 
that the President, in his budget message for the fiscal year 
1950-51, has recommended an increase in Federal grants-in- 
aid of approximately a billion dollars over those found in 
the grants allocated in the budget for the fiscal year ending 
June 30, 1949. 

There is a far more simple and effective method of ac- 
complishing our social and economic objectives than the 
methods presently being employed. Current methods merel 
result in the speed-up of a vicious circle in which expensive 
grants-in-aid with unnecessary administrative costs compel 
the Federal Government to levy abnormally high taxes. 
Many of the services contemplated by these grants could be 
provided by the States with greater economy to meet local 
needs if the resources which formerly belonged to them were 
returned. 

We must end our flight from yesterday's crises and, by a 
prudent appraisal of our needs, careful planning and the 
application of common sense, avoid tomorrow's catastrophies. 
During this stock-taking period we shall seek to consolidate 
our gains and complete our unfinished business. 

Our State government during the past 3 years has been 
engaged in the hard task of putting its house in order, so 
that it might more efficiently serve its citizens. In three pre- 
vious messages, as well as in legislative and executive action, 
we have stressed the importance of keeping government as 
close to the people as possible. We have emphasized again 
and again that the continued nationalization of our Gov- 
ernment threatens to completely destroy our Federal system 
and home rule. One sure way to destroy our Federal system 
and home rule is for the States to fail to provide for the 
general welfare of their citizens. 

This then represents the heart of our philosophy: an 
orderly Federal system with government close to the people, 
prudently managed. Government free to test old values, to 
seek new values. Government strong enough and courageous 
enough to pioneer with the times, promoting the general 
welfare in the service of all of its people. New programs in 
government carried on at the State or local level do not 
place in jeopardy the economy of the entire Nation and need 
not be adopted by all until they have proved their general 
worth. A system in which the citizens control the destiny of 
government rather than government controlling the destiny 
of its people. 

It is our responsibility to clarify the relationship between 
State government, our counties, municipalities, and school 
districts. The recommendations of the commission on muni- 
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cipal government, as modified by another year of careful 
study, should be adopted. We should strengthen the capacity 
of our municipalities to govern themselves and to mold their 
form of government to fit the needs of their citizens. 

The commission should be continued. In cooperation with 
representatives of our local government and the members of 
the tax policy commission, it should be authorized to appraise 
the services now being rendered by government within the 
State in a serious effort to reduce overlapping and conflicting 
services and dual responsibility. 

During this study period, I advise that we hold the line 
against any and all additional expenditures not absolutely 
required to meet emergency needs. New Jersey enjoys the 
lowest per capita State tax collection in the Nation. We 
shall strive to maintain that favorable position. On the other 
hand, there is growing awareness of the need to modernize 
an antiquated tax system with many inequities. At your 
request the tax policy commission is engaged in this study. 
In my judgment, the study should be broadened. In coopera- 
tion with representatives of our local government every phase 
of the problem should be analyzed. 

Since our primary concern this year is to finish tasks to 
which we have set our hands during the past 3 years, it is 
not necessary for me to review all of the recommendations 
of the last 3 years. Nonetheless, I should like to make it 
abundantly clear that I have not changed my position on any 
of the recommendations heretofore made. 

Our concern for an orderly and economical government 
has not prevented us from adopting programs designed to 
protect and promote the health, safety, and welfare of our 
citizens. New Jersey has pioneered in the development of 
these programs within the framework of a private-enterprise 
economy. 

We must face the fact that the National Government 
continues to be committed to deficit financing. This is infla- 
tionary. It means less purchasing power both for the State’s 
tax dollars and for the individual’s pension-and-insurance 
benefits. If our insurance programs, including particularly 
sickness benefits and unemployment compensation, are to have 
real meaning and accomplish their purpose, the present 
maximum benefit payments should be increased to levels that 
will permit them to accomplish their objectives. Further, we 
should eliminate the present discrimination between employ 
ees of firms employing four or more persons and those em- 
ploying less than four. Every effort should be made to limit 
benefits to those entitled to them, but those who are entitled 
to benefits should be protected by recognition of the new 
wage structure of industry. 

It is sound policy to place our emphasis upon these insur- 
ance programs, rather than upon direct relief. The New 
Jersey unemployment compensation trust fund in Washing- 
ton contains credits of over $400,000,000. We are fortunate 
in having the largest reserve ratio of any industrial State in 
the Union. 

Last year we achieved full coverage of occupational 
diseases under our workmen’s compensation law. A number 
of inequities still remain to be corrected this year. Provision 
should be made for the prompt settlement of all compensa 
tion cases, including a board of review within the department 
of labor and industry and a direct appeal to the appellate 
division of the superior court, eliminating the present appeal 
to the county courts. 

The right to organize and bargain collectively, guaranteed 
in our new Constitution, should be augmented by a State 
labor-relations law applicable to intrastate employees. Our 
present minimium wage law should be made more compre- 
hensive. 

Within the State government we should consolidate and 





systematize all agencies engaged in the various categories of 
welfare services. The Department of Institutions and Agen- 
cies is presently engaged in the consolidation of its activities. 
Nonethelss, two State departments, several Federal agencies, 
the counties and municipalities are all engaged in welfare 
services. This arrangement is neither economically sound 
nor administratively desirable. State welfare activities should 
be confined to a single State department. ‘The number of 
levels of government engaged in welfare services should be 
reduced. A report on this subject will be submitted to you 
shortly for your consideration. 

There will be no security, either in private or public 
pension programs, nor in our national old-age and survivors’ 
insurance program—in which New Jersey has a vital stake 
—until we have reasonable prospects that future prices will 
remain within reasonable limits of today’s promises of future 
benefit payments. Deficit financing, poor planning, and ex 
travagance in government promote insecurity rather than 
security. We have taken the position that the National 
Government should not expand its direct relief activities at 
a time when the emphasis should rather be placed upon the 
strengthening of old-age and survivors’ insurance, expand- 
ing its coverage, thus reducing the need for Federal old-age 
assistance, in which the State is a participant. As part of 
our tradition that the State should seek to do more and 
more for itself, while asking less and less of the National 
Government, I recommend that the entire subject of pen 
sions and our insurance programs be studied in the light 
of our postwar experience and to the end that State policies 
may be established at the State level. 

On numerous occasions, | have stressed the fact that our 
problems are largely social and economic, not political. In 
common with all other States, New Jersey is facing serious 
fiscal problems. The demand for services by our citizens 
far exceeds available revenues. A most striking illustration 
of this fact is to be found in the field of education. Since 
our capacity to increase State aid for education is limited 
to available revenues, I shall discuss that subject in my 
budget message. 

Our teacher salary schedules and pension programs should 
be further strengthened. | recommend that the members of 
the State Board of Education should be chosen from the 
State at large, with no limitation in regard to the number 
to be chosen from any one county, and that the terms of 
two members of the board shall expire each year. I recom 
mend that legislation be adopted authorizing the Board of 
Education to appoint a commissioner, subject to the approval 
of the Governor. 

The 1949 report of the President's Highway Safety Con- 
ference states “the outstanding achievement during this year 
was made in New Jersey. Legislation was enacted for a 
State-wide system of county district courts and municipal 
courts to replace police courts, recorders’ courts, family 
courts, magistrate courts, justice of peace courts, city dis 
trict courts, and small cause courts. The new courts are an 
integral part of the State judicial system, under supervision 
of the Chief Justice of the Supreme Court.” The new sys 
tem appears to be working well. It does, however, require 
further strengthening. 

Everyone, | believe, recognizes the need for greater uni 
formity in traffic regulations throughout the country. | 
recommend that we adopt a uniform vehicle code. Effective 
action should be taken to prevent destruction of our high 
ways by trucks of excessive weight and size. These trucks 
constitute a definite menace to other users of our highways. 
New Jersey should seek uniform regulations with its neigh- 
boring States on this and on subjects relating to the use of 
our highways. 

Good traffic laws and effective enforcement can do much 
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to reduce the toll of traffic accidents; but our major need 
must remain improved and modernized highways through- 
out the State. During the past 3 years, we have allocated 
almost $180,000,000 for the construction, maintenance, and 
safety of highways at the State, county, and municipal 
levels. ‘These new highways include freeways and park- 
ways that are now under construction, to relieve traffic 
bottlenecks in our major cities. 

The New Jersey turnpike is a major piece of our un- 
finished business. ‘The innovation of the turnpike in New 
Jersey which fundamentally becomes the backbone of the 
new State highway system has required a restudy of all of 
our highway planning to take full advantage of the turn- 
pike’s great potentialities. For the first time, we are in a 
position to anticipate meeting fully the requirements of the 
world’s heaviest traffic load. The continued development 
of freeways in the metropolitan areas of north and south 
Jersey, such as the Trenton and Camden freeways soon to 
be completed, will continue a major policy of our adminis- 
tration. 

We have yet to overtake the needs of the automotive age, 
hut we are pledged to continue the effort. With a view 
toward a full solution of our State’s transportation prob- 
lems, I renew to you the program and recommendations 
which are already before you for a coordinated highway, 
rail, air, and water transportation system, which will not 
only relieve our roads but secure high-speed transit facilities 
in north and south Jersey. 

Water shortage is not a new problem in New Jersey. 
The current shortage is in part due to a deficiency in rain- 
fall and in part to a steady increase in demands—in face of 
an inherently deficient water-supply system. No large ad- 
ditional supplies of water have been made available since 
the Wanaque system was put into operation in 1930. 

| recommend the creation of a water authority within the 
department of conservation and economic development em- 
powered to immediately complete the Delaware and Raritan 
Canal water supply project as authorized by the legislature 
in 1948. The completion of this project will make available 
an additional 75,000,000 gallons a day for the lower Raritan 
valley between Bound Brook and New Brunswick and can 
be made available north into Union County as far as 
Elizabeth. 

This authority would be further empowered, subject to 
the approval of the legislature, to develop other sources of 
water. It should be understood that the purpose of the au- 
thority is to cooperate with municipalities of the State; the 
New Jersey District Water Supply Commission and other 
State and interstate agencies. 

In addition, the State should sponsor a Tri-State Water 
Authority, including Pennsylvania and New York, to de- 
velop the water resources of the Delaware River watershed 
and to make those resources available to the citizens of the 
three States. My studies indicate that these projects may 
be completed on a pay-as-you-go basis. The modern indus- 
tries of New Jersey, and the employment they provide, are 
very largely dependent upon a sure source of water. 

As | have previously stated, one substitute for big govern- 
ment in Washington is responsive, serviceable, State gov- 
ernments and interstate cooperation. 

Our institutions are performing modern miracles in the 
treatment of persons suffering from mental illness. Seventy- 
four percent of the admissions to our mental hospitals are 
now being returned to society in less than 6 months, and an 
idditional 13 percent are cured within 6 to 11 months. 
There are, of course, incurable cases. When the construc- 
tion program that will be undertaken this year is completed, 
we may confidently expect an improved rate of cure or cor- 


rection. This has many advantages—humanitarian, as well 
as economic. 

Our mental hospitals have, over a period of years, served 
not only as places for active treatment, but also as social 
and scientific laboratories for the testing of procedures and 
practices that have won the praise and support of the medi- 
cal profession. “The $25,000,000 rehabilitation and con- 
struction program approved last November will permit us 
to overcome the fire hazards that presently exist within our 
institutions and take initial steps to eliminate serious over- 
crowded conditions. 

The need for the development of regional health services, 
and the strengthening of intermunicipal cooperation, is ap- 
parent. The department of health has been authorized to 
create regional health districts. We believe that through 
the medium of State and local cooperation, in close asso- 
ciation with the medical profession and the encouragement 
of private medical and surgical plans, we can make adequate 
medical care available to all of our citizens. It is apparent, 
however, that there is a very real need for medical training 
facilities within our State. We are exploring every phase 
of this knotty problem. 

Last year I urged the adoption of a broad program pro- 
viding for a concerted attack upon our slum areas and for 
the stimulation of low-rent housing within the reach of 
families of limited incomes. The program was adopted. As 
a result of the November election, we will not be able to 
use the State’s credit in furtherance of this program. 

A large amount of rental housing and home construction 
has been undertaken in the past year. Despite this, and after 
an extensive study of the problem, the Temporary Commit- 
tee on Housing (J. R. 4, 1948) clearly shows, in its report 
which has recently been filed with you, that there still exists 
a need for housing which can be made available at a cost 
of from $50 to $60 per month and less. Moreover, the social 
cost of slums and the need for slum clearance is just as great 
as ever. We shall not abandon our housing responsibilities 
to the Federal Government. But the initiation of the led- 
eral program, under which many of our municipalities plan 
to act, makes it prudent to reexamine our previous plans. 

We can take encouragement from the recent and gradu- 
ally increasing development of serious interest among build- 
ers in our new limited dividend housing law. We shall 
stimulate and foster this interest to the fullest. Legislation 
further to strengthen this law and to provide additional 
encouragement to private enterprise to engage in large-scale 
middle-income housing construction will be submitted to 
you shortly. 

The department of law and public safety and the de- 
partment of health are now jointly engaged in the formu- 
lation of plans to provide, with the cooperation of our local 
governments, a unified and vigorous enforcement of all laws 
and ordinances applicable to substandard housing. 

The continued shortage of housing, particularly in our 
urban areas, requires that we devote our attention to the 
need for the continuation of rent controls until such time 
as there is a reasonable balance between housing supply 
and demand. I urge you to adopt legislation establishing a 
State stand-by residential rent control law—one that will 
serve fully to protect our citizens should the Federal Gov- 
ernment decide to withdraw from this activity. 

\n extensive study of the building code situation in our 
State was undertaken by the temporary committee on hous- 
ing. Its report shows that we have today 179 different 
building codes in municipalities of 2,500 population or over. 
In addition, 60 percent of these codes range in age from 
11 to 30 years and present a condition which seriously 
stifles the realization of low-cost homes. 
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The need for uniformity, simplification and standardiza- 
tion in this field is crystal clear. Accordingly, I urge the 
immediate adoption of legislation creating a State building 
code commission with authority to formulate modern, per- 
formance-type building codes. Much of the spade work 
along these lines has already been gotten under way through 


the division of planning and development. The legislation . 


should include authorization for the formuiation of up-to- 
date plumbing and electrical installation requirements, ade- 
quate local option provisions in the adoption of the code, 
and enforcement and supervision at the local level. 

On the agenda of unfinished business, I urge you to pro- 
vide for a much-needed continuing revision of our general 
statutes; continue support of our notable civilian defense 
program; strengthen our veterans’ services in which New 
Jersey has pioneered; and make provision for the protection 
of our resort areas and the development of new parks, in- 
cluding particularly the Sandy Hook project. 

There will be plenty of hard work for all of us. The 
legislature will want to participate in the studies and hear- 
ings that must be completed prior to final consideration of 


a modern and equitable fiscal system. ‘The legislature will 
also have an opportunity to perfect its own techniques, in- 
cluding the consideration of a legislative council which, from 
the point of view of the executive branch of the State gov- 
ernment, will promote a good working relationship with the 
legislature during the period when the latter is not in session. 

I have enjoyed our work together during the past 3 ;jears. 
We have been engaged in large undertakings. We have 
been an intimate part of the forces that for ages past have 
been seeking a better way of life for mankind. I am look- 
ing forward to a continuation of our pleasant and construc- 
tive relationship. Despite the pessimism of some, we live in 
a good world. It is a world of opportunity, particularly in 
the field of government. 

As we move ahead in the service of our fellow citizens, 
let us dedicate ourselves to giving a new warmth, a new 
dignity to the basic strength of our sacred heritage as citizens 
of a republic of free people. Under divine guidance, our 
aims, our hopes, and our prayers for lasting peace, a world 
in which spiritual values are paramount and in which each 
person is free to play his part, will be achieved. 


Practical Internationalism 


BOARD OF FOREIGN 


TRADE ADVOCATED 


By WALTER CENERAZZO, National President, American Watchmakers Union 
Delivered before the International Students Center, Harvard University, Cambridge, Mass., January 8, 1950 


O address a group of students who come from many 

foreign lands to obtain an education in American 

colleges and universities is indeed a rare privilege for 
a labor leader whose avocation has been to study the eco- 
nomic conditions existing in foreign lands. 

Today in this world there exists a sharp cleavage as to 
the systems of government. One trend of thought is predi- 
cated upon the outgrowth of the idea established in the 
Magna Carta of King John in the thirteenth century, which 
is that human dignity shall prevail; that men are not the 
chattel property of anyone, be it feudal lords, kings, or the 
politburo; that men shall have the right to choose their 
own religion, their own field of endeavor in employment, 
and live within their own family unit as dignified human 
beings. 

The other trend of thought is that produced by totalitarian 
government, which claims as the first obligation from its 
citizens obedience to the government. Their theory is that 
men should work, eat, live where they are told, take their 
recreation as the government plans it, and that men have 
never the right to criticize their rulers. There is no differ- 
ence between this modern-day totalitarianism and the slaves 
of Egypt. Both represent tyranny and lack of respect for 
human dignity. 

The free nations of this earth have come a long way since 
the signing of the English Magna Carta by King John, and 
as each century has gone by men have gained more and more 
freedom in an economic way which has given to them free- 
dom in other ways. 

To me, one of the unsung heroes in his battle for the free- 
dom of men was a great American—Benjamin Franklin. 
This man Franklin had an opportunity to observe conditions 
in England as a workman and later as a statesman. He 
visited France and lived there during the French Revolu- 
tion. He was a student of gevernments, and it is my opinion 
that the citizens of the United States owe to this man a 
deep debt of gratitude for our having today that inalienable 





Bill of Rights—the first 10 amendments to the Constitution of 
the United States. The thinking that went into that Consti- 
tution which separated the executive, the legislative, and 
judicial branches of government was long-range thinking to 
forever bar any man or men from treating human beings as 
serfs within the boundaries of the United States of America. 

In the century and a half that followed the adoption of 
the Constitution of the United States, men and women have 
lived with human dignity and in the industrial revolution 
have been the peoples of the only Nation in the world who 
are a great middle class. Nowhere else in this world will 
you find a lack of class struggle, nowhere else in this world 
will you find complete a way of life by which men and 
women can set their goals within the family unit ard achieve 
them for that family. 

In the past several years, I have visited the South Ameri- 
can Continent and the European Continent. In South 
America | had the opportunity to visit Peru, Chili, Uruguay, 
Argentina, and Brazil. In Europe this summer I visited 
England, Scotland, Belgium, Holland, France, Italy, Switz- 
erland, and western Germany. 

In each of these countries I visited industrial plants to 
witness the engineering and research skills and to see how 
productive Jabor was. I asked many questions concerning 
living conditions, wages, government controls, and where 
the ideas in existence in the government of the country came 
from. 

One basic element was missing from every single one of 
these countries—and that was a virile labor movement dedi- 
cated to collective labor bargaining with employers to obtain 
a fair share of the fruits of productivity for the employees 
of industry. 

Oh, yes, there was a labor movement in each and every 
one of these countries, but those that led it were either 
Socialists, Communists, Christian Union Democrats, Falang- 
ists, Apristas, or some other type of ism which was dedicated 
to curing economic ills by government fiat. In each case the 
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labor leader of these countries was wrapped up in a political 
movement to take over the administration of the govern- 
ment. ‘To me this is not the way that a great middle class 
of people is created within a nation. In these countries there 
are only the very rich and the very poor, and the purchasing 
power of the very poor is indeed very small. You cannot 
have prosperity for a nation unless the rank and file of the 
people have purchasing power in their hands and can pur- 
chase what they produce. 

We in the United States, unfortunately, in my opinion, 
have at the helm of our State Department a group of men 
who have no understanding of business economics, and who 
have been in a daydream for many years on the problems of 
foreign trade. “These men believe that you can purchase 
goods from a foreign country and give to that foreign coun- 
try prosperity when the persons that made the goods ob- 
tained wages that would not enable them to feed themselves 
properly let alone clothe themselves properly. There can 
be no prosperity for any country unless the workers of that 
country obtain a fair share of the fruits of productivity that 
will enable them to purchase the goods of other workers to 
consume themselves. 

That's the key of the 
United States. Purchasing power- 
which to purchase consumer goods. 

‘The United States program for reciprocal trade does not 
and will not help either the American worker or foreign 
workers. All it does is make the importer richer at the ex- 
pense of both the American worker and the foreign worker. 

For this reason I have advocated for some time a twofold 
program in the field of foreign trade, which, in my opinion, 
if carried out would create a middle class of people with 
purchasing power in every country in this world. 

1 believe the United States should lead the way by cre- 
ating a Board of Foreign Trade, composed of 15 persons. 
The fifteen to be appointed—five by the President of the 
United States, five by the United States Senate, and five 
by the United States House of Representatives. Three ot 
each group should be appointed from the majority party in 
control, and two from the minority party. 

‘This Board of Foreign Trade should have complete con- 
trol and jurisdiction over all economics that have to do with 
foreign trade, and every other department of Government 
should be stripped of authority in this field. 

This Board of ‘Trade, with its 15 members, would nego 
tiate agreements with a foreign country on a bilateral basis 
only, and every agreement with each country would have to 
stand on its own merit and what considerations that were 
granted to one country, would not necessarily have to be 
given to another country. 

‘The type of men I would like to see appointed to this 
Board would be the best talent available in the field of 
finance, economics, agriculture, and labor. They 
should receive at least $25,000 per vear for serving on the 
He ard 
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Dusiness, 


Trade should have established within it a 
statistical department with competent men to establish the 


production costs on every article produced in the United 
States, and these records should be kept up to date so that 
every time unit costs yo up or down it is reflected in the 
records 

in negotiating an avreement with a foreign country this 
Board of Trade would ascertain the unit costs of production 
n the foreign country they are negotiating with, and they 


would establish tariffs equal only to the difference in the 
unit costs between the production in the United 
States and the production in the foreign country 
with consideration viven for transportation and insurance 
costs to bring the article to the United States. 
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As wages were increased, or unit costs increased in the 
foreign country, the tariffs would be reduced accordingly. 
Thus, as more wages were paid to foreign workers, more 
purchasing power would be in their hands to buy consumer 
goods and more prosperity would be available for that nation. 

This Board of Foreign Trade would have authority to 
put a limitation on amount of goods to come into the United 
States of any type; they would have the authority to impose 
quotas, raise taritis, lower tariffs, and to negotiate in any 
manner they deemed essential. 

All tarifts which they collected would be put into a fund 
which I would call the point + fund to be spent for the 
development of underdeveloped areas throughout the world. 
The Board would be given authority to refund all of the 
tarifts to a nation for its development if it deemed it wise. 

Thus, a twofold purpose would be accomplished. No 
goods could compete in the United States except at equality 
at the border and importers’ excess profits would be elimi- 
nated. The foreign worker would find his employer paying 
him more wages, for there would be no point in paying him 
low wages and then paying the difference in tariff to the 
United States. 

In the distribution of point + money the second part of 
my program would come into play, for | would allow no 
nation to participate in obtaining any of this money unless 
they first adopt in the constitution of their country a bill 
of rights comparable to ours and establish a separation of 
the powers between the executive, legislative, and judicial 
branches so that dictators could no longer function or gain 
a foothold in the future. 

With the adoption of this bill of rights would come a new 
day for the working men and women of foreign countries, 
for they would be guaranteed the right of free association 
and forming unions of their own choosing. And thus a 
virile labor movement would gather momentum and bring 
about a standard of living that creates a great middle class. 

The reciprocal trade program of the United States estab- 
lishes the same tariff regardless of the wage conditions be- 
tween nations. Goods produced in a country paying 10 
cents an hour wages come into the United States at the same 
tariff as goods produced in a country paying 50 cents an 
hour wages. Where do you think investment capital is 
going to open factories under such a tariff program? 

This Board of Foreign Trade that I suggest should have 
industrial engineers in its employ to visit factories in the 
United States to make sure they are efficient and productive 
and have adopted modern technological improvements, and 
if they have not, a leveling factor should be placed on their 
unit cost of production in the records to penalize them for 
their inefficiency. 

There is no room in this world for inefficiency, obsolete 
methods, and failure to introduce modern production meth- 
ods. Only in a world where there is efficiency and modern 
efficient production can the rank and file of people partici- 
pate in the enjoyment of the goods they produce. 

If every country established such a Board of Foreign 
Trade it would not be long before all the low wages in this 
world would gradually disappear and we would have fair 
living standards for all the workers in the freedom loving 
nations of this world. And when misery, terrible housing, 
improper diet, and squalid living conditions disappear from 
a nation and an honest democratic labor movement does its 
job well in obtaining more and more each vear in collective 
bargaining within the framework of prosperous corporate 
enterprise, those that represent totalitarianism will find the 
seeds of communism which they spread falling upon sterile 
ground, which refuses to accept their ideology. 

To me there is no substitute for cooperative capitalism to 
achieve human dignity. Co-operative capitalism to me means 
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adequate dividends to the investor for the risk that he takes 
in furnishing capital to purchase the tools and equipment, 
adequate payment to management for furnishing the brains 
of direction to the enterprise; fair wages to labor for fair 
work with the accompanying security that prosperous enter- 
prise can give to its employees. And last, but not least, the 
lowest possible consumer prices for all that effective co- 
operation between investor, management, and labor can pro- 
duce. 


This is what has made America what it is. It is what has 
given more people opportunity for a better lot in life than 
any other economic system yet devised in this world. ‘There 
is only one way we can preserve it—and that is for every 
other nation in this world that respects human dignity to 
achieve the same program and for our Nation to establish 
a flexible tariff system to protect American workingmen 
while point 4 does its work in building the production facili- 
ties of other nations. 


Why Private Business Should Support the ITO 


A DEFINITE CODE OF RULES FOR INTERNATIONAL TRADE 


By WINTHROP G. BROWN, Director, Office of International Trade Policy, 
United States Department of State 


Delivered before the Synthetic Organic Chemical Manufacturers Association of the 


United States, New York, New York, January 11, 1950 


OU have asked me to come here today to tell you why 
you as American businessmen and as leaders in the 
chemical industry should support the International 
Trade Organization. I can give you the answer very simply. 
You should support it because you are believers in the 
private-enterprise system and in the United States. You 
have a great stake in the private-enterprise system and in the 
prosperity of the United States. Therefore, you should sup- 
port any agreement or organization which will serve to 
promote those two great interests. It is my conviction that 
the International Trade Organization will materially ad- 
vance the interests of the private-enterprise system and the 
interests of the United States, and I propose to try to tell 
you why. 

Let us look first at the problem and at the facts which we 
face. We can then judge better as to whether the means 
adopted to deal with them are appropriate. 

Most of the countries of the world emerged from World 
War II with their ecoromies seriously disturbed. Their 
normal trade channels © been cut off, their business con- 
nections disrupted, the.: productive facilities destroyed, many 
of the means of earning their way lost. At the same time, 
with the experience of the economic warfare of the inter-war 
period and the necessities of war itself, governments had 
developed a whole variety of new and improved techniques 
for the control of the domestic and foreign trade of their 
citizens. In wartime it was absolutely essential to have those 
controls, so that the full strength of the nation could be 
focussed on the matter of winning the war. But after the 
cessation of hostilities, countries still faced tremendous difh- 
culties and these instruments of control were available to 
help deal with them. This was true in our own country as 
well as in others. 

In our international trade we deal with a very large 
number of countries. They are in all stages of economic 
development and they have widely different political and 
economic attitudes. Some believe in capitalism, others believe 
in socialism, others use a mixture. In some countries gov- 
ernment imposes only mild controls over certain parts of 
trade; in other countries the government actually does the 
trading in whole or in part itself. This is true of the United 
States as well as of other countries. 

We don’t believe in socialism; we don’t want to have it 
in this country. Other people do believe in socialism and do 
want to have it in their countries. These are facts. We 
can’t change them. The waves did not stand still simply 
because King Canute told them to. 


Almost all countries are vitally interested in international 
trade. In a country like New Zealand, for example, 85 per 
cent of its national income comes from international trade. 
In the United States, international trade accounts for per 
haps 10 or 12 percent of our national income. But that 10 
or 12 percent in 1949 amounted to something over 20 billion 
dollars, so it is not hay. 

Because of the importance of trade and because of the 
shortages and dislocations which arose out of the war, coun- 
tries have been deeply concerned to use their own resources 
to the best advantage and to get the things they needed from 
other countries. Because the things that were needed were 
for the most part in short supply, their distribution had to 
be controlled so that it could be most effectively used and 
grave inequities and injustices avoided. You will recall! 
vividly last winter, for example, the outcry which went up 
in the United States against the export of oil to other coun- 
tries because we were short in this country. There was great 
demand for the government to step in and keep oil in this 
country. The people who made that outcry apparently did 
not think that the private-enterprise system adequately met 
their needs in this particular case. 

Most countries in the world are short of dollars. There 
fore, they cannot permit their citizens to use the few dollars 
which they do have at will. They have to limit their pur- 
chases from the dollar area to be sure that they get the 
things that they can’t do without, just as a man with a 
limited income has to limit his family’s purchases so as to 
be sure they get their food and pay their rent. 

Now these techniques of control and government inter- 
ference with the flow of trade can be used for necessary and 
legitimate purposes such as the budgeting of foreign ex- 
change to which I have just referred, or they can be used for 
straight protection, or they can be used for economic war- 
fare, or they can be used for political advantage, or they 
can be used to promote bilateralism. 

Faced with such a world and such conditions, what then is 
the wise and sensible course to pursue? Should we just let 
things drift? Should we leave each country free to use all 
of these techniques for any purpose it desires without re- 
straint, without the possibility of complaint or redress? 
Shall we follow the policy of every man for himself and 
the devil take the hindmost? The statement of the question 
almost states the answer. 

This brings me to the reason why I think that everyone 
who believes in the private-enterprise system and in the 
American way should support the ITO Charter. For the 
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ITO Charter is essentially a limitation upon the power of 
governments to use these restrictive and controlling devices. 
The Charter gives no powers of control or intervention to 
governments which they do not now possess and which they 
are now not free to exercise at will, except in the few cases 
where they are limited by specific agreements. The Charter 
limits the operations of governments when they are in busi- 
ness themselves and it limits their rights to interfere with 
the operation of private business. It also limits the right of 
private businessmen to interfere with the trade of other 
private businessmen by cartel combinations. 

‘This is important, and I want to repeat it. The Charter 
gives no new powers to governments to interfere with busi- 
ness. It limits the powers which governments now have and 
which they are using to interfere with business. 

I stress this point because critics of the Charter have so 
often implied that the Charter gives governments permission 
to use new devices, that it sanctions new interference and 
new discrimination. I think what these critics are thinking 
about and have misunderstood is the fact that the Charter 
limitations upon the powers of governments are not all- 
embracing; they do not require the abandonment of every 
use of all of these controls devices. Obviously, they cannot. 
lf it were possible today to secure the abolition of all gov- 
ernment controls over international trade, there would be 
no need for a Charter or for any international agreements 
in the field of trade. But just because you can’t get agree- 
ment to eliminate all government restrictions and _ inter- 
ferences with trade, is no reason not to get agreement to 
eliminate or reduce as many as you can. And that is what 
the Charter does. 

Let me illustrate. The core of the Charter, so far as the 
United States is concerned, is the Chapter on Commercial 
Policy. The first Article commits member countries to give 
general most-favored-nation treatment. This is good United 
States policy. We follow it for everybody except Cuba and 
the Philippines where we have long-established preferential 
systems. It did not seem to us sensible to abandon a world 
commitment not to discriminate in tariff treatment simply 
because we and the British could not overnight eliminate 
long-established trading relationships with certain countries, 
even though we were willing to undertake the commitment 
to negotiate for their elimination. 

Another Article in this Chapter limits the powers of gov- 
ernments to use internal taxes and regulations as a discrim- 
ination against imports. It did not seem to us sensible to 
throw away this world-wide commitment to limit a gov- 
ernmental interference with trade used against us much more 
than by us simply because we could not and would not give 
up our mixing regulations designed to protect our synthetic 
rubber industry. 

Article 20 provides for general elimination of quotas, the 
worst of all restrictive devices. It did not seem to us sensible 
to give up a world-wide commitment against the use of this 
restrictive device simply because exchange shortages required 
even a large number of countries to use the device until their 
exchange reserves were restored or because we would not 
abandon our agricultural price support programs. 

The recognition in the Charter of this fact that it is 
permissible to use quotas and to discriminate because of the 
shortages of foreign exchange has been the central basis for 
one of the main objections to the Charter—namely, that it 
allows discrimination against the United States. It is said 
that since the United States and possibly Switzerland are 
almost the only countries in the world which aren’t in 
balance-of-payments difficulties, this is in some way unfair to 
the United States and Switzerland. Gentlemen, the other 
countries of the world are spending every dollar that they 





have in the United States, and every dollar that they can get. 
They are doing everything they possibly can to get more 
dollars and to cease this discrimination against the United 
States, if it be in any colloquial sense a discrimination. But, 
| don’t think it’s any more a discrimination against the United 
States than it is a discrimination against Cartier’s when I 
don’t buy my wife a diamond bracelet there. I can’t afford 
it. When I make enough money so that I can afford it, 
then I will buy the bracelet and cease the discrimination. 

It is also said that because the Charter permits this type 
of discrimination it prevents the United States from retali- 
ating, and that this is unfair. What would our retaliation 
be? It would be to impose some barrier or quota to imports 
from the countries that are not buying from us. And, gentle- 
men, all that would do would be to decrease the amount 
of dollars they have and to increase their need to discriminate 
against us. 

Another set of Articles in this Chapter limits the activities 
of state trading enterprises by requiring that they be guided 
by commercial considerations, that they give private and 
public enterprises of other countries opportunity under nor- 
mal business terms to bid for their business, and requires 
them to negotiate for the reduction of protective margins in 
their operations. It did not seem to us sensible to give up 
a commitment to restrict the operations of state trading 
enterprises simply because we could not get agreement to 
eliminate state trading. The United States, of course, could 
not agree to abandon state trading. 

The Chapter also deals with subsidies, limiting their use. 
The whole set of Articles dealing with the invisible tariff 
of customs regulations is designed to prevent and limit 
arbitrary interferences with trade through the use of these 
regulations. 

The Chapter on cartels establishes the first international 
mechanism for limiting the operations of international pri- 
vate cartels. The Chapter on commodity agreements, which 
has been described as sanctioning government cartels, is a 
limitation upon the occasions on which such agreements can 
be entered into and the nature of the agreement when it is 
entered into. At present governments are free to make com- 
modity agreements. I am willing to make the flat prediction 
that they will make commodity agreements when the needs 
of their people impel them to do so. Now they can make 
them when they will, without consultation, if they will, and 
in any form that they want, without regard to their con- 
sequences to others and to us. Under the Charter, they can 
only make them under certain circumstances which are 
specified. If they do make them, we have to be consulted. 
As the largest consumer of almost everything, we would 
have to be represented. The consuming countries would have 
to have an equal voice with the producing countries. And 
we intend to submit any agreement which we may negotiate 
under this Chapter to the Congress for its approval. 

At the present time other countries are free, except in a 
few cases where we have treaties with them on the subject, 
to impose any requirements or limitation that they choose, 
arbitrary or otherwise, upon the admission of our capital to 
their borders or upon the treatment of our capital now in- 
vested there. Under the Charter they cannot do this. Under 
the Charter members are required to provide adequate se- 
curity for existing and future investments, and any require- 
ments that they do impose must be just and reasonable. If 
the United States should consider that any regulations or 
requirements are arbitrary, oppressive, unreasonable or un- 
just, we would under the Charter have a basis for protest, 
first to the Organization and, if necessary or if we wished 
it, to the International Court of Justice. We have none of 
this now. Moreover, the Charter expressly recognizes that 
this is a minimum requirement and obligates members on 
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request to negotiate for more detailed arrangements, such 
as the type of commercial treaty which we have recently 
signed with Italy and with Uruguay. Both of these coun- 
tries, incidentally, were at Havana and their representatives 
concurred in the text of the Charter. 

One further point on this matter of investment: and that 
is that an effort was made to introduce into the Charter the 
principle that compensation in the ease of expropriation 
would be in local currencies. This effort was unequivocally 
and flatly rejected. I agree that it would have been fine if 
we could have got agreement on, say, the terms of the 
Uruguay treaty as part of this Charter, but it seems to me 
foolish to throw away what we did get simply because we 
couldn’t get all that we may have wanted. 

There is one other subject dealt with in the Charter 
which I think would be of interest to this audience. That 
is the subject of the tariff. Certain members of this group 
have expressed the opinion that the Charter condemns the 
use of tariffs and that it takes the tariff making power out 
of the hands of the United States and gives it to the Organi- 
zation. | might add that | have gathered that there are 
certain members of this Association who think that the 
present Administration in Washington condemns the use of 
the tariff and thinks that any tariff is ipso facto bad. Since I 
have, during the course of my connection with the State 
Department, been in charge of the Department’s work on 
tariffs and chairman of the interdepartmental organization 
which administers the ‘rade Agreements Act, I believe I 
am qualified to speak on both these points. 

Let me make two things explicitly clear. “he Charter 
does not condemn the use of the tariff. “The Charter does 
not affect the complete control of the United States Govern- 
ment over its tariff policy. 

What the Charter does is to commit the other countries 
of the world to the policy which the United States has been 
following since 1934 of standing ready to negotiate with 
other countries for the selective reduction of tariffs on a 
mutually advantageous basis. 

There is a very important distinction in the Charter be- 
tween tariffs and certain other forms of trade restrictions. 
For example, the quota is to be abolished. Negotiations 
about preferences are to be directed toward their elimina- 
tion. With respect to tariffs, any negotiations that take 
place are for their reduction. Negotiations about tariffs must 
be on a mutually advantageous basis. No country is re- 
quired to reduce the tariff on any particular product. No 
country is required to make any concessions unless it receives 
satisfactory concessions in return. That is the commitment 
which this country would accept under the Charter, to con- 
tinue to do what it has done for fifteen years. 

Now a word as to the Administration’s attitude toward 
the tariff. We do not think that tariffs per se are bad. We 
agree with Dr. Killheffer that they are far less objection- 
able obstacles to trade than the quota, because if you pay 
the tariff and the demand is there, you can get your product 
into the country, whereas the quota is an absolute bar. But 
we think that .the Smoot-Hawley tariff established many 
rates which were unnecessarily high. We believe that in 
many cases a tariff can-be ah embargo just as effectively as 
a quota, and we don’t believe in embargoes. Like you, gen- 
tlemen, we believe in competition. 

We believe that we should not deal with any tariff rate 
without consultation with people in labor or agriculture or 
industry whose interests may be affected. We do consult 
them. And we pay attention to the case which they present. 
We, of course, do not always agree with it. If we did, the 
rates would all have stayed just where they were in 1930, 
because the normal attitude of those who come down to 
tariff hearings is that any reduction of any kind in the tariff 
rate at present existing on their product will be ruinous. 


But we do pay the most careful attention and give the 
greatest weight to the facts and figures presented in the 
briefs and testimony, and I submit that any dispassionate 
study of the tariff schedules of the agreements which have 
been negotiated under the Trade Agreements Act will show 
the influence which the facts presented by various industries 
have had upon the final outcome of the negotiations. 

Under the Charter each country is the judge of what 
tariff concessions it will make. Each country is the judge 
of how it will handle the negotiations and what procedures 
it will follow. And the Organization has no power what- 
soever to order or direct any country to alter those judg- 
ments. 

One more point before | summarize. | understand that 
many of you are concerned about the fact that the United 
States will have only one vote in this Organization. You 
are concerned lest we be perpetually in a minority and be 
outvoted on important questions affecting our interests. I 
am not worried about this. Let me tell you why. 

This fear of our being ganged up on and outvoted is 
based upon several false assumptions. It assumes, first, that 
the influence of a country in international councils is meas- 
ured only by its numerical vote. That is, of course, not true. 
Everywhere I go in international meetings and in inter- 
national negotiations, the main question on every important 
problem is, ““What is the attitude of the United States?” 
“What is the United States going to do?” Our predominant 
position in the world obviously gives us an influence far 
greater than that of smaller countries, if for no other reason 
than that our support and cooperation are essential for the 
accomplishment of most important international measures. 

Secondly, this fear assumes that the interests of the other 
fifty or so countries will be the same and predominantly 
adverse to that of the United States. This, again, is a false 
assumption, On any particular issue that comes up there 
will be a diversity of attitudes among the other countries. 
In any case of trade restriction, for example, there will 
almost always be a substantial number of other countries 
who are in the same position as the United States either as 
producers or consumers of the product involved, or as pro- 
ducers or consumers of other products which they might 
not like to see restricted in the future. 

More important, perhaps, this fear assumes bad faith on 
the part of the other countries in accepting the commitments 
ot the Charter, or stupidity and incompetence on the part 
of the representatives of the United States in presenting 
the United States case. It even goes so far as to assume 
bias on the part of the International Court of Justice, to 
which under the Charter we have recourse in any case where 
we feel that its provisions have been improperly interpreted 
by the Organization. I don’t accept the assumption of bad 
faith on the part of other governments. If I did, I would 
not recommend entering into the Charter or any other inter- 
national organization. I do not accept the assumption of in- 
competence on the part of our representatives. My personal 
experience in Wall Street, in Washington and in interna- 
tional negotiations has been that our representatives com- 
pare favorably in both competence and negotiating ability 
with men in other walks of life in this country and with the 
representatives of foreign countries. Moreover, actual ex- 
perience in the United Nations and in the meetings of the 
Contracting Parties to the General Agreement on Tariffs 
and Trade, in both of which we have only one vote, has 
demonstrated that we are not ganged up on and outvoted, 
but are normally in the overwhelming majority. So I am 
not afraid to go into a meeting representing the United 
States even though I have only one vote. 

Well, gentlemen, what does this add up to? It adds up 
to the fact that we are confronted with the amazing and 
unprecedented achievement of having secured agreement 
between the representatives of some fifty-four nations, repre- 
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senting every stage of economic development and a wide 
variety of political philosophies, on a code of rules to guide 
their international trade which embodies fundamentally the 
United States philosophy of the maximum amount of com- 
petition and the minimum of government control. Under 
this agreement even governments themselves when in busi- 
ness will be required to be guided by commercial consider- 
ations. ‘his agreement does not attempt to have every 
country adopt the same form of government or the same 
political or economic system. It provides a means whereby 
countries with diiferent political and economic systems can 
trade together in an orderly way. It commits them to the 
obligation to consult with each other before they take action 
which will adversely affect each other’s interests. It is 
essentially a limitation on the power of governments to in- 
terfere with trade. It does not abolish all interferences. Of 
not. But it does abolish some, it reduces others, and 
it limits still others to precisely defined areas. 

What is the alternative? Governments are in the inter- 
national trade picture more than ever before. At their dis- 
posal are new, highly effective and ingenious devices for the 
control of trade. The circumstances in which many coun- 
tries find themselves create powerful demands for the use 
of these techniques for narrow, short-run, selfish interests. 


course 


If the rules of the ITO are not accepted, countries will be 
free to use these techniques, not only in the cases not pro- 
hibited by the Charter but in all other cases not specifically 
covered by treaty or agreement. 

Where does the private trader stand in such a world? 
And where does his government stand when he comes to it 
and asks it to protest on his behalf against the arbitrary 
action of some other government which injures his business? 
We can say to the other government that we don’t like what 
it is doing and that its action hurts our citizens. This often 
produces results. If this fails, in extreme cases we might 
impose counter-restrictions on their trade. But this is self- 
defeating. Restriction breeds restriction, and before long 
the government is controlling the destinies of private busi- 
ness. With the ITO we will be able to say to that other 
government that we are protesting what it has done not only 
because it hurts our citizens, but also because it violates an 
obligation which it has assumed not only to us but to other 
governments as well. Moreover, if necessary, we will be in 
a position to call that government to account before the 
other ITO members, before the International Court of 
Justice, and before the public opinion of the world. I sub- 
mit to you that the choice is clear. 


Get Into Politics 


‘WOMEN’S 


By MARY DONLON, Chairman, New 


POLITICAL POWER IS NOT 


BEING USED EFFECTIVELY” 


York State IV orkmen's Compensation Board 


Delivered before the New York State Board of Business and Professional Women’s Clubs, Inc., 


Ltica, New York, 
‘T was my good fortune this summer to visit six Euro- 
pean countries. ‘There I had the opportunity of dis- 
economic, and political problems with 
both the great and the not-so-great, including 
leaders of management, and offcials of 
labor unions, Parliament members in the various countries, 
political leaders of different parties, teachers, clergymen, 
and especially with young people. This sampling of opinion 
offered a wide range of views. 

Through their own efforts and the essential aid provided 
by the American reconstruction program for Europe, Euro- 
pean countries have made real progress. What is difficult 
for us to realize, after this lapse of time since “the cease-fire 
in 1945, is not so much the terrible and widespread destruc- 
tion of physical facilities resulting from bombings and enemy 
occupation; what we really f ial to grasp is the cumulative 
effect on the spirit of a people of doing without much that 
is essential to a standard of living, even of a poor sort, over 
a long period of years. I often wonder whether we would 
have been able to do as well as they have done. 

Keep three important -factors in mind, if you want to 
inderstand the political situation in the countries of western 
Europe at the present time. 

First, as you would surmise, 


cussing social, 
many people, 
cabinet ministers. 


there is the fear of Russia. 
his is really the single unifying influence in Europe today. 
But it is not chiefly there, as it is here, based on ideology. 
Rather, fear of Russia in Europe today is essentially Europe’s 
old distrust of Russian imperialism, now aroused and deep- 


ened by the close approach of Russia, through satellite coun- 
tries, to western European boundaries. Again and again, 


as you talk with Russia’s neighbors, you get the impression 
that their fear is less of communism, as such, than it is 


an uneasy distrust of the old Russian bear, once more erect 
and on the prowl. 


Second of the 


facts that bear importantly on the political 
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situation in Europe is the cruel burden, economic and social, 
of repairing physical plants and of satisfying even the most 
urgent consumer needs. ‘There is something akin to battle 
fatigue affecting millions of persons in western Europe today. 
There was moral shock, as well as physical destruction, from 
the bombings and the enemy occupation. It is small wonder 
that in some of these countries the suicide rate is reaching 
new highs, and that tuberculosis, venereal disease, and alco- 
holism are on the increase. Concerned as we are, and prop- 
erly, with the physical rebuilding of western Europe, we 
must also be concerned, and even more deeply, with im- 
proving living conditions for the people in order to cushion 
social shock for those brave folks who stood and are still 
standing as the farthest outpost in defense of western civili- 
zation. We could ill afford to let China succumb to com- 
munism. We can even less afford to allow that to happen 
to western Europe. 

Third, and closely related to these other two factors we 
need to keep in mind in reading the political news of Europe, 
is the trade vacuum that has followed the virtual collapse 
of the sterling area. This is, by far, the most urgent problem 
of western Europe today. I find that many Americans have 
very little comprehension of it, yet it is something we can 
do much about. 

The sterling area was no myth. It was a real and power- 
ful force, creating for tens of millions of people in many 
countries the trading opportunities that enabled them to 
prosper. World trade pivoted on the sterling area for over a 
hundred years, with England as the international merchant 
and banker making it possible for small countries to buy 
and sell. 

Forces that we all know, but need not here recount, have 
deprived England of her position as world leader in interna- 
tional trade. The other countries of the sterling area are 
in desperate need of attaching themselves as quickly as 
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possible to some other trade center. They cannot prosper 
by barter, although as a last resort they are now trying to 
find markets through barter for their goods. They must 
have a firm currency in which to trade and a world market 
through which to buy and sell. They see no alternative, 
with sterling no longer firm, but to join up either with the 
ruble or with the dollar. The ruble seeks their trade; the 
dollar is curiously indifferent or, perhaps, unwilling. Only 
Americans, in today’s world, are rich enough to aftord the 
senseless luxury of economic isolationism. 

The terms “right” and “left” have different connotations 
in Europe from the meanings we associate with them in the 
United States. There is no significant political movement 
in England or anywhere else in western Europe today that 
has the slightest resemblance to the conservative thinking of 
southern Democrats and some Republicans. All countries 
and all parties are committed to broad social-welfare pro- 
grams. 

The Conservative and Liberal Parties in England, as well 
as the Labor Party, have fully endorsed the new health and 
national insurance programs which have been the subject of 
far more controversy here than there. Actually the Con- 
servative Party, in its party platform issued for the forth- 
coming election, claims for the Conservatives full credit for 
the provision of medical care on a national scale and for 
the expanded social-insurance program. In assessing election 
probabilities in England don’t count on differences with re- 
gard to Government-provided social welfare as affecting the 
result. The Labor Party will profit because they put the 
program into effect, while the Conservatives and Liberals 
blueprinted it and drafted the bills. 

Monopolies and cartels were permitted to flourish in 
Europe under Conservative governments, and were not 
broken up as they were in the United States. This is impor- 
tant. The cartels created a distrust of capitalism among 
working people and are probably the real reason why in 
Europe the labor unions are the dominant political power 
pressing for socializati6n of industry. Socialism has not 
gained here the political strength it has in Europe because 
more than 50 years ago we broke the back of industrial 
monopoly. We are one up on Europe, politically, in that 
respect. But that tremendous advantage does not justify our 
confusing socialism with social welfare, as the Conservative 
Party did for far too long, with disastrous political results. 

The recent German election cannot be credited as a great 
victory for the right, as some newspaper headlines would 
have you believe. Western Germany has become a new 
battleground, with the present British Government deter- 
mined that private capitalism in production shall not be 
restored. Because they do not understand the political mech- 
anisms of regulation as we do, the leaders of the British 
Government honestly fear returning to German industrial- 
ists the power that, so they believe, has twice led the world 
into war. Qur political contribution should be to teach the 
techniques of regulating what needs regulation in the public 
interest, without destroying private enterprise. ‘These tech- 
niques are not understood or practiced in Europe. 

The Central Democrats in Germany, top party in the 
recent election, are an uneasy aggregation of divergent view- 
points. Probably the left wing of the Christian Democrats, 
rather than their right, contributed the necessary margin to 
the party’s narrow victory in the west German election. 

All over free Europe there is the confident expectation 
that the Communists will lose much of their present political 
strength in the next elections. This was borne out by the 
German election. Of real significance in Germany, however, 
is the fact that the neo-Nazi parties mustered only approxi- 
mately the same vote as did the Communists. When it is 
remembered that Germany since 1932 has known no political 









party save the National Socialists, it seems truly remarkable 
that the attempted renaissance of nazism could summon no 
more strength than did the Communists. 

The great need of Europe today is to eliminate currency 
and exchange restrictions and to stimulate trade. Americans 
must become world-trade conscious. Unless we step into the 
international vacuum that has resulted from the detault ot 
British leadership in international trade, the small nations 
that must sell their goods in order to buy their needs will 
either have to starve or accept the alluring trade proposals 
of Russia. They are too close to starvation now to make 
starvation seem their likely choice. It is all very well to 
discuss important subjects like civil rights, human needs, and 
political elections, but people who are hungry because they 
cannot sell fish to buy wheat, or lumber to buy fertilizer, are 
bound to be more concerned with achieving the modest eco- 
nomic security essential to the protection of independence, 
freedom, and civil rights. 

The challenge today is for us to accept responsibility tor 
the elimination of trade barriers and to take leadership in 
the restoration of world trade, as England did a hundred 
years ago. Whether we like it or not, and like it we should, 
destiny has given us the obligations of leadership in a time 
of crisis. We cannot adequately fulfill these obligations by 
debates and discussions, covenants and conventions. Action 
is required, and that action must be in the market places ot 
the world as missionaries of orderly and prosperous world 
trade. Unless we create opportunities for the small countries 
to sell what they have and buy what they have not, the trade 
isolationism now paralyzing the world behind national bar 
riers will surely bring on a third world war. 

This challenge, if America takes it up, can bring un- 
dreamed prosperity both to ourselves and to other countries, 
and at last that peace in our time we so earnestly seck. It ts a 
challenge to political leadership, and that is where we women 
come in. 

Women in other countries are making a larger contribu- 
tion to political policy making than women are making here 
at home. Recently Mrs. India Edwards, chairman of the 
women’s division of the Democratic National Committee, 
was quoted in the press as stating that if there were pro- 
portionately as many women in Congress as there are in the 
Indian Parliament, we would have 85 women in Congress. 
Instead we have only nine. 

Extending Mrs. Edwards’ example, it should be noted 
that if American women were as prominent in Congress as 
Indian women are in their Parliament, there would be 15 
women in the Senate—where there is only |l—and 70 
women in the House—where there are now 8. 

In New York—if we did as well proportionately as they 
do in India—there would be 7 women from our State in 
Congress instead of 1 woman; there would be 9 women in 
the State senate, where there is no woman now; and there 
would be 24 women in the State assembly, instead of 7 as 
now. 

Women are not sufficiently represented in politics or gov- 
ernment. If politics is the art of government—and it is- 
and if government is public housekeeping—and it is—then 
women’s place, quite logically, is in politics. 

If you honestly mean it when you say you're for freedom 
and peace, you have to get into politics up to your ears. 

It’s not good enough, in these troubled times, to be a good 
lawyer or physician, teacher, housewife ; or merely to do well 
any career job you can name. History is pulling a fast trick, 
and you've got to lead a double life of career plus politics. 

In your home town, in your State, for that matter in 
Washington, women’s political power is not being used 
effectively. Yet here are eight important areas of policy 
determination that are being shaped by politics, and for the 
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most part women are now excluded from the political coun- 
cils where the decisions are being made: 

1. World trade must be resumed. Neither people nor na- 
tions can live much above the subsistence level if their trade 
is wholly by barter. 

2. A realistic and consistent foreign policy must be laid 
down and announced. Week-to-week hit-or-miss planning 
prevents other nations from adjusting themselves to reason- 
ably predictable American attitudes. 

3. Russia has to be contained within her present sphere of 
rule and ruin. Remember that the war started 10 years ago 
when Hitler spilled his legions over into still another coun- 
try. Dictators can’t stop. They have to be stopped. 

4. Our own sound national economy is the single best 
assurance of world peace. It must be assured. 

5. Government integrity at every level is essential, if for 
no other reason than to get good value for our hard-earned 
tax dollars. 

6. Government 
both a head and a 
all of us. 

7. Labor has a just claim to recognition as a partner in 
our free-production economy; but all the partners—capital, 
management, labor, and consumers—must be adult and re- 
sponsible. 

8. None can be assured of a good living, but all should 
have the chance to develop their fullest capacity for useful 
service without limitation because of race, creed, color, or 
sex, 

Aren't these eight good reasons why women must insist 
that women shall be consulted and their voices heard and 
listened to in politics—in your city hall, the State capitol, 
and in the Halls of Congress and high administration offices ? 

Today there is a ninth reason. Now it has been told; 
Russia, too, knows how to split an atom. Can women any 


must have, and must be known to have, 
heart. The welfare of each of us concerns 


longer hide their heads like ostriches to avoid looking at the 
facts of modern life? 

‘There are matters that are the concern of all of us as 
people. If the brotherhood of man remains an unrealized 
ideal, with men alone shaping the policies that could achieve 
it, perhaps through a sisterhood of women and a share in 
policy making we can bring recognition that “above all 
nations is humanity.” 

Were the little Japanese women in Hiroshima and Naga- 
saki any less interested than we American women are in child 
bearing and child rearing in happy, contented homes? Do 
the women of Italian villages and among the mountains of 
Greece, on Polish farms, and in busy cities of Czechoslovakia, 
care less than we do that their men and boys shall not again 
be marched off to kill and to be killed in some cruel war that 
nobody wins? 

What are the women thinking today in Great Britain and 
in Germany, where no atomic bombs have yet fallen, but 
where death and destruction so recently came tearing out of 
the sky night after awful night? 

Ours is almost the only remaining land of freedom, of 
opportunity. Our country is the haven of the harassed, the 
comforter of the afflicted, the friend of those whose serious 
needs threaten world peace. The challenge today is not for 
ourselves alone. With eyes toward Europe, Liberty looks 
out over New York Harbor, saying now, as of old: 

“Give me your tired, your poor, your huddled masses 
yearning to breathe free.” 

Europe this year, seen through American eyes, hopes for a 
renewal of that noble invitation from us. Western Europe 
is eager for both the material and spiritual assistance we 
alone have to offer and which she so desperately needs if she 
is to stay free. That is why, now more than ever, the hard- 
headed soft-hearted businesswomen of America must get into 
politics. 





The Extension of Selective Service 


MOBILIZATION OF MANPOWER MUST BE INTEGRATED WITH INDUSTRIAL MOBILIZATION 
By GENERAL J. LAWTON COLLINS, Chieff of Staff, United States Army 
Delivered before the Armed Services Committee of the House of Representatives 
on Extension of Selective Service, Washington, D. C., January 25, 1950 


INCE the cessation of hostilities in World War II, 
our Nation has moved in a series of far reaching de- 
cisions to maintain our security, and to carry out the 
heavy responsibilities which were thrust upon us. These 
decisions—and I shall not enumerate them here since you 
gentlemen have been instrumental in legislating many of 
them— include the Selective Service Act of 1948. Although 
at that time actual hostilities had been over for almost three 
years, the large majority by which the Congress passed the 
Act clearly indicated that a united and determined people 
recognized and accepted our Nation’s new responsibilities. 
We feel that the need for this legislation continues to exist. 
The police states of the world have not diminished their 
efforts to attain military superiority—in fact, they have in- 
tensified them. And the fact that they have a preponderance 
of strength over us in certain fields makes our needs more 
poignant. They have forces in being that greatly outnumber 
ours, and they are increasing their equipment advantages as 
time goes by. As an example, they not only have a current 
advantage over us in tanks of at least 7 to 1, but they are 
producing new tanks of advanced design at an accelerated 
rate. 
The results of the momentous steps that we have taken 
have immeasurably improved our national security posture, 
and, in my opinion, have contributed in no small measure to 





the prevention of war—a purpose that must guide all of our 
security planning. 

For modern war is like a disease that leaves scars on victor 
and vanquished alike. It is not enough that we plan only to 
win wars after they start—we must prevent them before 
they begin if the results of our plans are to be more than 
palliatives for a disease already contracted. 

Our friends in Europe, as a result of our aid and their 
own self-help, are gradually regaining their strength, and 
our own forces are now recovered from the impotence that 
remained from hasty demobilization after the war. I am 
happy to report to you that the Army is stronger today than 
at any time since the end of the war. 

I have personally inspected units in the Far East, in 
Europe, and also in the United States, and I was very much 
pleased with their progress. Many of them would be ready 
to move right now, and if attacked, I can assure you that 
they would give an excellent account of themselves. Last 
summer I inspected a number of National Guard and Re- 
serve Divisions, and they, too, are making notable progress. 

From an analysis of the purely military considerations of 
the minimum acceptable security, the Army has consistently 
believed that we should maintain 12 Regular Army divisions 
backed up by a National Guard and an Organized Reserve 
Corps in a high state of readiness. Because we are aware of 
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the need to integrate Army requirements with the sister 
services within a national defense budget, we will actually 
be able to provide only 10 Regular Army divisions, and will 
therefore have to place greater dependence upon the early 
availability of our Civilian Components. 

The lessened over-all combat capability of the Army 
brought about by these reductions must be compensated for 
by an increased mobilization capability. And because our 
mobilization capability is measured in terms of men, and the 
machines and materials with which they would fight, our 
preparedness programs must now provide for the immediate, 
progressive, and uninterrupted mobilization of our man- 
power and industrial resources in the event of an emergency. 

The mobilization of military manpower must be carefully 
integrated with industrial mobilization. We therefore be- 
lieve that we must have, before an emergency occurs, an 
effective system which can plan and direct the flow of man- 
power into the services at the maximum rate permitted by 
the availability of facilities and materiel. We already have 
an effective system for mobilizing our industrial resources. 
Without a manpower counterpart, such as Selective Service, 
our defense plans would be incomplete. 

A period of almost six months would undoubtedly be 
required before the first man inducted would report for train- 
ing if such a system were established after an emergency 
occurred. It must be remembered that about 4 months in- 
dividual training would be required before these men could 
be fitted into the Regular Army, National Guard, and Re- 
serve units which would have to be mobilized in case of 
emergency. It is this critical 10-month period that we would 
reduce by maintaining on a standby status the Selective 
Service machinery we would need. 

Briefly, this is the problem: In the event of emergency, 
our Regular Army must be augmented from its present re- 
duced strength to a wartime level; the National Guard must 
be furnished additional officers and men to make it oper- 
ational; and Reserve units, now maintained at various under- 
strengths, must be brought up to full strength. In addition, 
there still remains the greater requirements of the many 
other units which we would activate. . 

An indication of the magnitude of this problem was the 
expansion of the Army from about a half a million officers 
and men in 1940, when Selective Service legislation was en- 
acted, to about a million and a half by December 7, 1941. 
The personnel requirements generated by this rapid expan- 





sion of the Army could not have been met so quickly if we 
had not possessed ,an established Selected Service system be- 
fore we entered the war. 

It has been argued that if we do not contemplate the use 
of a Selective Service Act in peacetime, the elimination of it 
now would not greatly affect our security. However, our 
failure to maintain a Selective Service system in standby 
status would be interpreted as a diminution of our defensive 
posture. Such action on our part would be happily received 
by Communists the world over and would be received with 
dismay by our friends who are actively endeavoring to pre- 
vent the spread of Communistic control. 

The Communists have been predicting—and are still pre- 
dicting—the gradual and systematic withdrawal of the 
United States from its participation in world aftairs. They 
are biding their time in the smug confidence that democra- 
cies cannot remain steadfast in intention but will become 
preoccupied with peacetime pursuits. If in the less costly 
aspects of our defense, we are reluctant to take firm and 
forceful action, they could argue that we would be even 
more prone to relinquish more costly programs. 

Our ability to arm and prepare against possible aggression 
must be developed prior to the outbreak of hostilities and to 
a far greater extent than we ever before thought necessary. 
For developments of science have increased the tempo of 
war and the scope of destruction an enemy can accomplish. 
For example, we cannot rule out the possibility that aerial 
attacks may be launched against our cities in a future war. 
And because Washington, D. C., would probably be a high 
priority target in such attacks, with possible disruption of 
government processes, we should have ready in peacetime 
the legislation to facilitate the rapid mobilization we would 
need in war. 

If we are to continue to enjoy the bounties of our democ- 
racy, with safety at a minimum cost in time and effort, we 
must incorporate into our peacetime pursuits those precau- 
tions that will permit the fastest possible mobilization—in 
both manpower and industry. 

A Selective Service Act, ready for immediate response to 
the conditions that the Congress may prescribe would be an 
additional deterrent to aggression. It would demonstrate the 
determination of the people of the United States to maintain 
peace and stability by standing behind their commitments 
and encouraging the free peoples of the world to defy ag- 
gression. For these reasons, the Army urges the extension 
of Selective Service legislation. 


The Antihistamines 


DRUG ADMINISTRATION HAS NO CONTROL OVER RADIO OR PRESS 


By FRANK B. KEEFE, United States Representative from Wisconsin 
Delivered in the House of Representatives, Washington, D. C., January 18, 1950 


R. Speaker, during my entire service in the Congress, 
now approaching 12 years, I have maintained a con- 
suming interest in all matters affecting the public 

health and welfare. The record has been made and it will 
establish that great progress has been made in the control 
and prevention of disease. 

This progress has resulted from the combined efforts of 
patient, painstaking men and women engaged in the field of 
research and the continuous development and application 
of proven scientific and medical discoveries by the medical 
profession and those engaged in the field of sanitary engi- 
neering and preventive medicine. Recent mass advertising 
in the public press and over the radio causes me to wonder 
whether the American people are being taken for a ride. 
Articles have recently appeared in the Reader's Digest relat- 


ing to various antihistamine cold: preparations and with refer- 
ence to certain laxatives. Through the advertising columns 
of the newspapers and radio air waves, alert manufacturers 
of these products are, in my opinion, making claims regard- 
ing the efficacy of these products which ought to receive 
immediate attention of the Federal Trade Commission. 

It can be stated authoritatively, and what I shall state is 
stated with authority, that the Food and Drug Administra- 
tion has most emphatically not endorsed any antihistamine 
cold preparations. The general public, I am afraid, is being 
led to believe that the effectiveness of these remedies has been 
vouched for by the Food and Drug Administration. 

To understand just what that Administration has done 
about these products, we must understand the requirements 
of the Food and Drug and Cosmetic Act. The position of 
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the Food and Drug Administration in administering the act 
must be clearly defined. All antihistamine cold preparations 
are new products under the terminology used in the drug 
section of the pure-food and drug law. 

Under the drug section of the law, new products may not 
be shipped in interstate commerce until the proposed distribu- 
tor has convincing evidence, and filed it with the Food and 
Drug Administration, acting for the Federal Security Agency 
that the new product is safe for use under the conditions 
described, recommended, or suggested in the labeling on the 
container containing the remedy. 

Antihistamic cold preparations now on the market have 
met this simple test. They are safe for use when taken as 
directed on the label. The Food and Drug Administration, 
therefore, have no alternative but to allow the new product 
applications filed with them to become effective. Before the 
Administration made the applications effective, it had before 
it evidence of very extensive use of the drug under the super- 
vision of physicians. It had expressions of opinion of many 
of those physicians to the effect that, while they did not 
approve of self-medication, they conceded that in the dosage 
or frequency of use recommended these preparations were 
safe, and they would not harm the consuming public. The 
Administration had opinions, obtained on its own responsi- 
hility, from many experts who, again, while objecting to 
self-medication, discounted the likelihood of injury from the 
drugs in the doses recommended. 

Finally, in view of the millions of doses dispensed on 
prescriptions by physicians during the past 4 years, it has 
received only a trifling number of consumer complaints. 

in this connection it might be pointed out that the ordinary 
antihistamic cold preparations that are now being offered 
tor sale to the public generally contain 50 percent or less of 
the dosage ordinarily prescribed by physicians heretofore. 
Thus, it is clear that under existing law the Pure Food and 
Drug Administration—which | may say is now under attack 
from many sources; letters are pouring in to them from all 
over the country, many of which have come to me individu- 
ally attacking the Pure Food and Drug Administration be- 
cause of its failure to stop what these writers claim are 
fraudulent claims in the advertising being made as to the 
effectiveness of these remedies. Under the law it is clear that 
the Food and Drug Administration is not called upon to 
determine the effectiveness of the drug, but is only required 
to make sure that if the drug is taken by the public in ac- 
cordance with the dosage prescribed on the label it will not 
be harmful. This has been done by the Pure Food and Drug 
Administration. Immediately, when these new proprietary 
remedies have received registration with the Food and Drug 
Administration, the country is flooded with a tremendous 
variety and many types of so-called antihistamic cold prepara- 
tions, all of which no doubt use one of the three basic drugs. 

1 call your attention to some clippings which I casually 
took out of the press in Washington yesterday, advertising 
four of these preparations; quarter-page and full-page ads. 
\ll over the Nation, and on national radio programs, all 
four of them are advertising, claiming that their specific 
preparation is the one that has been recommended by some- 
one. I think the public is entitled to know the best authori- 
tative information on this particular subject. 

I am amazed, in discussing it with Members of Congress, 
how many are not aware of the limitations on the authority 
of the Pure Food and Drug Administration to deal with 
this very problem. 

I want it made crystal clear that antihistamic drugs have 
been in use tor + years or more as treatments for allergy 
conditions, especially hay fever. They have been used on 
doctors’ prescriptions quite satisfactorily for that period of 
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What does the term “antihistamine’’ mean? The term 
“antihistamine” means literally “against histamine.” The 
recent medical view is that when a patient has hay fever, for 
example, the condition is caused by a sensitivity to certain 
outside factors such as pollen of various growing plants, 
feathers, house dust, animal dander, and so forth. The 
conditions caused by sensitization are called allergies. Among 
the various allergic conditions are asthma, hives, food sensi- 
tivity such as reactions to strawberries and lobster and even 
to milk. Such substances are called allergenic. When the 
patient is exposed to the allergenic substance to which he is 
sensitive, the medical theory is that these allergenic substan- 
ces release in the body a substance known as histamine. 

Antihistamines are so-called because they appear to have 
the property of neutralizing the effect of histamines. They 
have been extensively and successfully used by doctors in 
relieving the acute symptoms of hay fever. They have not 
been so effective in relieving symptoms of asthma, which is 
usually due to an allergic condition. 

I want the RecorD to show clearly that there are three 
basic antihistamine drugs. There are at least 40 or 50 of 
these preparations which are being advertised in the press all 
over the country, but there are only three basic drugs. | 
shall not attempt to name them; the drug names are very 
technical and quite long, but the normal vocabulary can be 
used to describe these three drugs. One of them is described 
under its trade name by the pharmaceutical manufacturer as 
Trimeton; another is Neohetrymine; and another is called 
Neoantergan. There are three of them, and every one ot 
these cold preparations that are on the market contain at 
least one of these basic drugs; many of them contain the same 
basic drug. It should be definitely known to a person when 
he picks up one of these ads and reads that it is a new drug— 
here is one, Anahist, described as ‘a new miracle drug, just 
discovered”; and there are many more just like it. The fact 
of the matter is that the word “Anahist’”’ does not describe 
that drug at all; it describes the manufacturer’s name given 
his proprietary preparation, but the drug used in that prepa- 
ration is the drug neohetrymine, which is a basic drug. So | 
could go on down the 10 or 15 others and show the type and 
character of the basic drug that has been used. 

It should be definitely known to the American people that 
in making these applications to the Food and Drug Admin- 
istration, the Administration in nowise has endorsed the 
sweeping claims now being made for the prevention or cure 
of colds; it expressed skepticism and expresses that skepticism 
as to the ability of these products to do what is claimed for 
them, particularly in the advertising that is going over the 
radio and the advertising that appears in the public press. 
Here is the danger, Mr. Speaker: While these preparations 
have shown that they are effective in the treatment of allergic 
conditions, allergies causing a sniffing, I am fearful that the 
person who has a cold caused by a virus infection, for ex- 
ample, relying upon this advertising may resort to self- 
medication in the hope that he can cure himself in 20 min- 
utes, as some of the advertising states, when there is no 
clinically established factual basis for any such statement. 
So that a person who may be suffering from a virus infection 
that is serious could find other complications developing 
because of his placing himself under self-medication and 
failing to get the best medical advice he can to take care of a 
virus infection sometimes erroneously called a cold. 

The Food and Drug Administration concedes that in the 
case of some colds the allergic type of symptoms will be re- 
lieved. It should be noted and understood by the American 
people that the Food, Drug, and Cosmetics Act restricts the 
Administration’s authority over misrepresentation to false 
and misleading statements appearing either on the labels or 
on the container or in the literature that accompanies the 
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container. It has absolutely no contro! over the claims that 
are made by radio or in the public press. It has no authority 
whatsoever to question these claims that are constantly being 
made to the American people. Yet, Members of Congress 
with whom I have talked, and I have spoken to many, have 
asked me the question: Why does not the Food and Drug 
Administration do something about this? People are writing 
to me and many are writing to the Pure Food and Drug Ad- 
ministration asking: Why does not the Food and Drug Ad- 
ministration do something about it? The fact is that Dr. 
Dunbar, and the other faithful and splendid men in charge 
of that Administration, having the public interest always in 
mind, have done everything that existing law will permit to 
be done in order to protect the interests of the American 
consumer. 

My interest in this matter, may I say to my colleagues, is 
prompted by the fact that for a number of years I have tried 
to secure necessary and needed amendments to the pure food 
and drug law which would enable the Food and Drug Ad- 
Ministration to give proper protection to the American 
people. I have a resolution pending before the Rules Com- 
mittee now—it has been there for over a year—asking for 
action that would set up a committee of investigation on this 
and other related public-health questions which will enable 
us to get the facts and thus on the basis of real facts and 
information pass, if necessary, needed remedial legislation. 

Mr. Evins. Mr. Speaker, will the gentleman yield ? 

Mr. KEEFE. | yield to the gentleman from Tennessee. 

Mr. Evins. I should like to commend the gentleman for 
his excellent exposition of the authority of the Food and 
Drug Administration. It has jurisdiction, as he has so well 
stated, only with respect to labeling, whereas the Federal 
Trade Commission has jurisdiction over advertising, over the 
radio and in the public press. The question which the gentle- 
man complains about of false advertising may well be re- 
ferred to the Federal Trade Commission for the correction 
of that advertising, but as far as correction of what is placed 
on the brand label, or on the label, that is a matter of 
jurisdiction, as the gentleman stated, for the Pure Food and 
Drug Administration. 

Mr. Keere. The danger in the situation, as the gentle- 
man knows is this: The American people have been taught 
to believe they have a great protective agency down here 
known as the Food and Drug Administration and they have 
depended upon that agency to protect the American con- 
sumer. They do not know that the word “efficacy” is not 
found in the drug section of the pure food and drug law. 
That word is not there. They have no right to pass upon the 
conflicting claims as to the efficacy of these drugs. They can 
only pass upon the question as to whether the consumer who 
takes the remedy in the dosage recommended on the label 
will be injured. 

Mr. Evins. Would the gentleman not state that there 
should be a clear definition of the jurisdiction as between the 
Federal Trade Commission and the Food and Drug Ad- 
ministration ? 

Mr. Keere. I think that is very definitely necessary. 

Mr. Speaker, the Food and Drug Administration concedes 
that in the case of some colds the allergic type of symptoms 
might be relieved. It should be known and understood by the 
American People that the Food, Drug, and Cosmetics Act 
restricts the Administration’s authority over misrepresenta- 
tion to false or misleading statements appearing on labels or 
in literature accompanying the package. It has no authority 
over separate advertising claims. It should also be borne in 
mind that the new drug section of the law does not contain 
the word “efficacy.” In passing on a new drug application 
therefore the Food and Drug Administration must make the 
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application effective if it concludes that the drug is safe for 
use provided it is taken in accordance with the directions 
stated on the label. If it has doubts as to the effectiveness 
of the drug to do the things claimed, it can only advise the 
proposed distributor of its doubts and inform him that any 
such claims are made on the manufacturer’s own responsi- 
bility and will be subject to legal action for misbranding if 
they are found to be false or misleading. The Food and 
Drug Administration cannot institute an action alleging mis- 
branding in the courts solely because it has a suspicion that 
curative claims are untrue. It must have evidence that will 
convince courts and juries that such claims are false or mis- 
leading. Such evidence is not available with respect to anti- 
histamine cold preparations at the present time. The reason 
for this is that colds are due to many causes. There is medi- 
cal evidence that some are due to allergies. It is entirely 
probable that such colds will be helped by the antihistamine 
cold preparations. It may take several years of very compre- 
hensive medical research and study to determine whether or 
not the claims now being made for these drugs are true or 
false. Unless or until convincing scientific evidence is ob- 
tained, the Food and Drug Administration cannot undertake 
legal action. 

I am making this statement merely to answer the com- 
plaints that are being registered with the Food and Drug 
Administration, some of which have come to my personal 
attention. For several years I have advocated an amend- 
ment to the food and drug sections of the existing law that 
would require the proponent of a new drug, or the proponent 
of a new chemical to be introduced into the food supplies of 
the Nation, to submit convincing evidence of the effective- 
ness of the drug or the lack of toxicity occasioned by the 
introduction of new chemicals into the food supply, and to 
establish by convincing clinical findings before it is placed 
on the market for over-counter sale that the new drug or 
the new chemical is not only effective but that it will not 
injure the consumer. 

Mr. Speaker, I have had pending before the Rules Com- 
mittee for a considerable period of time Resolution 207 
calling for an investigation by a committee of Congress of 
certain phases of this very important question. I trust that 
the Rules Committee will review the hearings already had 
upon the resolution and submit it to the Congress for im- 
mediate action. The existing food and drug law administered 
by the Federal Security Agency is ineffective in its present 
form. It should be amended and strengthened in the interests 
of protecting the consuming public. In my opinion the ad- 
ministration should be granted the right to subpoena in order 
to ascertain facts. It has no such power under existing law. 
The resolution which I have referred to is a step in the 
direction of securing facts upon which to base remedial legis- 
lation to deal with this ever-growing threat to public welfare 
and health. 

It must be definitely understood that in no sense do I 
oppose the march of scientific progress or the utilization of 
the products of medical and scientific research and develop- 
ment, but I do feel that if the facts disclosed in such a fair 
and open hearing demonstrate the necessity, as I believe 
those facts will demonstrate, then the Government through 
the Food and Drug Administration should be vested with the 
power and the right to insist that those who seek to put new 
drugs on the market or new chemicals into the food or 
pharmaceutical supplies of the Nation shall first be required 
to prove that they are not only safe but effective in accord- 
ance with the claims made for them. 

I sincerely trust that this great and important public- 


health problem may be dealt with effectively at this session 
of the Congress. 
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